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ON A FIRM FOUNDATION 


S the great war approaches the end of its fourth 
A year and this country completes fifteen months of 
active participation, it is gratifying to note that the 
capacity to bear the financial strain is undiminished. The 
United States is incomparably stronger and richer than 
when the war started, richer in money and materials and 
stronger in its knowledge and power to use them. It is a 
mere convention to refer to the transformation from a 
creditor to a debtor nation, to estimate again the billions 
of securities that have been bought back from European 
owners or to add up the other billions that have been ad- 
vanced to the allied nations. It is even becoming conven- 
tional to note the great strides that have been made in 
our productive processes or the greater value of the knowl- 
edge that comes of confidence in the power to produce 
quickly and in any quantities. 

The Federal reserve system continues to justify itself 
under every test. Not only has there been capacity to meet 
every demand, but there has been evident a latent power 
which inspires confidence. Bank deposits have increased 
since May, 1917, by $1,309,000,000 and bank loans have 
increased $508,000,000. The captious will find evidence of 
inflation in these figures, but the conservative will see only 
evidence of an expansion of credit made legitimate by the 
expansion of business and the necessities of the govern- 
ment. The reserves are now over a billion dollars, the 
excess having increased $38,748,000 during the year, and 
the reserve banks can increase their note issues by two 
billions if necessary. 

Not yet, however, is it necessary to put the issue 
power to the test. Experience has shown how the Liberty 
loans have affected the reserve banks. Mr. R. H. Treman, 
Deputy Governor of the Reserve Bank of New York, gave 
the figures to the New York State Bankers’ convention 
and they are published elsewhere in this issue. Every 
loan brought a natural expansion of credits, but each time 
there followed a corresponding contraction. So far the 
subscribers to the loan have been able to take up the obli- 
gations incurred by buying bonds within a reasonable 
time. The amounts of bonds owned by the banks is nor- 
mal—too small to influence liquidity adversely—and it has 
not yet been demonstrated that the banks must suffer im- 
pairment of their available resources to finance the gov- 
ernment. The people generally and the bankers may, 
therefore, look forward to the next loan with confidence, 
even if it is to be six or eight billions. The banking con- 


ditions are sound and with economy and the necessity for 
it becoming more impressive, there is a good prospect that 
the people can supply funds according to the needs of the 
government. 


CAUTION AS TO NON-ESSENTIALS 


Through the reserve banks word has gone forth to 
bankers everywhere that loans designed to stimulate the 
production und sale of non-essentials should not be en- 
couraged. This is a far-sighted message. The banks are 
asked to buy treasury certificates to an amount which in- 
dicates that the next loan will be nearly double the last 
one. Such an intimation preceded the third loan. It was 
assumed early in the year that not less than six billions 
would be asked for. The amount called was three billions 
or more, not because so much was not needed, but because 
it was not needed at that time. 

Production had not kept pace with the supply of 
money. Now the preliminaries to production have pro- 
gressed. It is reported that eighty-nine ships are to be 
launched on July 4. Many munition plants have been com- 
pleted and are operating. More soldiers are to be paid 
and supplied. Six months ago the government could get 
money faster than it could expend it; its capacity for ex- 
penditure has increased and will increase constantly for 
some time. The next loan is, therefore, certain to be much 
larger and it may be double the amount secured from the 
third one, or eight billions. 

The raising of such a sum in one loan will be a test 
of the capacity of the country. It gives new importance 
to the necessity for economy and gives justification for the 
slowing up in the production of non-essentials. By the sale 
of treasury certificates in anticipation of the loan the 
gathering of the funds is distributed and the process of 
absorbing the bonds after issue is shortened. 


NON-ESSENTIALS 


It is plausibly argued that the production of non- 
essentials should not be stopped. They are a source of 
profit and therefore of funds for loans and taxes. The 
cessation of production would cause unemployment and in- 
dustrial dislocation. All of which is true and would be 
applicable if the stopping were sudden and unexpected. 
But the readjustment is now going on. There is a steady 
drift of workers from the so-called non-essential to the 
essential enterprises. We may argue that we can buy 
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Chilean nitrates with pianos and Spanish olive oil with 
guitars, and therefore it is essential to continue the manu- 
facture of pianos and guitars. War, however, takes no 
account of the refinements of rhetorical economics and the 
piano makers naturally go to making airplanes. The post- 


office is short of letter carriers, who have been tempted to 
the shipyards, and the manufacturers of many things are 
learning that the people are saving their money and not 
buying what they can get along without. 

The people do not surrender their inclination toward 
luxuries designedly. They do it of necessity—the necessity 
of buying bonds and the necessity of paying taxes, neces- 
sity in both cases according with their desires. 

The process of eliminating non-essentials will go on of 
itself, but the readjustment will be hastened by competent 
direction at the hands of those who have studied condi- 
tions. We have the government directing labor and shift- 
ing the places of its employment so there may be no waste. 
Thus the natural drift. to essential enterprises is aided. 
By withholding loans from non-essential enterprises 
bankers will hasten the process of readjustment. In the 
end, of course, the diversion of every ounce of energy to 
the making of war will bring economic penalties, but those 
penalties are as nothing to the alternative. The business 
of the country now is to make war. Other questions, even 
the most serious of them, are inconsequential until the war 
is won. 


ONE NON-ESSENTIAL 


A non-essential enterprise of commanding interest is 
banking legislation not designed or calculated to aid in 
winning the war. It is conceded that the Federal reserve 
system is functioning satisfactorily. The Federal Reserve 
Act is broad enough and the powers of the Reserve Board 
are great enough to permit adaptation of the banking 
scheme to any conditions. Some necessary amendments 
have been made, all designed to increase banking power, 
liquidity of assets and mobility of reserves. Many others 
have been proposed whose qualities do not show any con- 
nection with the war or the improvement of banking facili- 
ties for winning it. 

The most conspicuous of these suggestions is that 
for the guaranty of bank deposits. Without considering 
the economic or political merits or demerits of this ques- 
tion, a brief survey of the situation shows that it has no 
relation to winning the war. There is a long array of 
arguments advanced in support of the measure but only 
the specious claim that it will bring millions out of hiding 
and therefore increase banking power connects it in any 
way with the war. No proposal could be more certain to 
annoy bankers. It is an impeachment of conservatism 
and the value of integrity and experience and an indorse- 
ment of loose methods, incompetence and carelessness. 
It might be a question worth threshing out in a time 
when diversions would be fitting, but it is out of place 
in the category of war needs. With Hindenburg getting 
ready for a new drive and the cantonments being refilled, 
with a new loan pending and sugar rationing ordered, the 
question of guaranteeing deposits should be relegated to 
oblivion and left there. 

The idea of securing from the banks an expression 
of their views on the measure was novel. How they 
stand was well illustrated by the unanimous vote against 
the proposal by the New York State Bankers convention. 
However, for strategical purposes, the referendum has 
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merits. If the mass or a majority of the bankers ex- 
pressed themselves in favor of guaranteed deposits there 
would be justification for pressing the bill to passage. 
If the bankers should be found all but unanimous in oppo- 
sition to it, the justification would be even greater. A 
thing the bankers do not like must, in the view of states- 
men, be of benefit and advantage to the public. 


THE FRANKING PRIVILEGE 


Under date of June 27 a letter was sent out to bank- 
ers from the Subtreasury in New York cancelling the 
franking privilege on notices to purchasers of Liberty 
Loan bonds. The banks were supplied some time ago with 
franked envelopes and cards for giving such notices. 
The Postmaster General, the letter says, “has ruled that 
the use of this privilege by banking institutions is not in 
accord with the provisions of law, and has instructed the 
Treasury Department that such use must be discon- 
tinued.” 

In the bill for the fourth loan, introduced by Repre- 
sentative Kitchin on June 27, is a provision that seems 
to attest the Treasury’s dissatisfaction with the conduct 
of the banks in handling subscriptions to loans and the 
deposits that resulted from the payment. 

The provision is as follows: 

Sec. 4.—That any incorporated bank or trust 
company designated as a depositary by the Secretary 
of the Treasury under the authority conferred by 
Section 8 of the second Liberty Bond Act, as amended 
by the third Liberty Bond Act, which gives security 
for such deposits as, and to amounts by him pre- 
scribed, may, upon and subject to such terms and 
conditions as the Secretary of the Treasury may pre- 
scribe, act as fiscal agents of the United States in 
connection with the operations of selling and deliver- 
ing any bonds, certificates of indebtedness or war 
savings certificates of the United States. 

The franking privilege saved the banks the cost of 
the postage they would have been forced to pay in send- 
ing notices of bond payments when due. How much the 
withdrawal of the privilege will cost the banks if they 
send such notices in the future is problematical, but there 
are some millions of purchases of third Liberty Loan 
bonds who are paying in installments. The expenses of 
the loans to the banks are large, and they may not be 
interested to increase them. The necessity for qualify- 
ing as a government depositary will have a tendency to 
diminish their ardor at a time when greater efforts to 
sell bonds will be necessary. Of course the Treasury 
officials were piqued by the conduct of many banks in 
regard to funds on deposit to the credit of the govern- 
ment as the result of the loan operations. Some were 
reluctant to give up the funds when they were called for. 
There was delay and correspondence. One banker insisted 
that the funds raised in his community be expended there 
and remain on deposit with him until so spent. That 
annoyed treasury officials and there were doubtless many 
instances of like annoyances. But the banks were also 
called upon for great efforts. They gave services and 
money freely and surrendered many advantages. It 
would seem to be good policy to encourage rather than 
discourage their efforts and to aid rather than hinder 
them. 

There are a good many state banks which feel very 
keenly the imputations contained in official statements 
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and the advertisements published for reserve system 
members, that their patriotism is below par if they do 
not join the reserve system. The bank which has not 
worked devotedly for the loans and for all the money 
drives is the exception; and state banks, not members 
of the reserve system, have been as energetic as the 
national banks. There are a good many bankers who 
view the requirements of security for government deposits 
as a relic of the dark ages of banking and a good many 
banks would prefer not to have any government deposits. 
Just now the government needs the banks more than the 
banks need the deposits of the government. It would be 
a happy solution if the reserve banks were the only fiscal 
agents and depositaries of the government and allowed 
to place funds and make withdrawals in accord with the 
necessities of the case. So far as the treasury operates 
independently and through the subtreasuries the system 
is archaic and, however deftly ordered, it is likely to be 
disturbing. 


MERCHANTS, NOT BANKERS 


In his argument explaining his proposed foreign 
Federal reserve bank, Senator Owen says he would have 
the directors of this bank appointed by the President, who 
would select for the positions merchants, not bankers. 
He supports this contention by citing the Bank of Eng- 
land whose directors are “merchants.” 

The suggestion raises an interesting question as to 
what constitutes a banker and what a merchant, and what 
are the particular qualities that distinguish one from the 
other. Senator Owen implies that there is a pronounced 


variation in qualities and that they are probably antag- 


onistic. In extension the implication seems to be that 
the banker, moved solely by a desire for profit, is less con- 
cerned to develop or encourage commerce and industry 
for the sake of commerce and industry than to manipulate 
and direct their trend so that his own control of them and 
profit from them may be great and constant. Primarily, 
according to this theory, the banker’s profit would rule 
and commercial operations would be incidental thereto. 

On the other hand, the merchant, although equally 
inspired to make profit, would be more concerned to en- 
courage trade movements for commercial development and 
activity and anything else would be incidental thereto. 
In this respect there is doubtless antagonism but the dis- 
tinction is apparent rather than real. Merchant and 
banker are engaged in business for a common purpose— 
profit. They are antagonistic only as their operations 
for this purpose act to reduce their respective shares of 
the gain from a single transaction which produces profit 
for them both. They exchange their positions and views 
very easily, however. Placed in control of a merchandiz- 
ing proposition, the banker turns naturally to getting a 
profit out of it. Placed in control of a bank, the merchant 
finds himself instantly at home in devising ways to earn 
a banking profit. 

As a matter of fact the difference is not between 
classes of men but between classes of profit-making per- 
formances. A merchant can transform himself into a 
banker in a twinkling and a banker can as quickly 
assume all the qualities and characteristics of a merchant. 

In the matter of encouraging and developing any 
kind of business activities the banker is at least the 
peer of the merchant. The bankers of this country have 
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pushed their business into foreign fields in advance of 
the merchants. They know that their success depends on 
the success of all business. The bankers are doing as 
much to encourage farming as any other class, and they 
are as patriotic, energetic and progressive as_ the 
merchants. 

The banker, however, operates under one tremendous 
handicap. He may not gamble, he may not speculate, he 
may not take chances. Every shipload of merchandise 
sent abroad is a venture, every purchase of merchandise 
is a speculation, every merchant takes chances. His 
profits are proportioned to his risk. The banker is neces- 
sarily timid. He is dealing in something not his own. 
The penalties for carelessness or failure are severe. Sen- 
ator Owen would then prefer those accustomed to taking 
great risks to those who are not, but this is not at all 
what he meant. 

If the distinguished senator, facing with courage 
and open mind a momentous problem, really wants for 
this foreign bank directors who would be unmoved by 
the promise of profit, he should call for editors who have 
of necessity never had contact with or experience of such. 


MR. WARBURG’S OFFICE 


The term of Paul M. Warburg as a member of the 
Federal Reserve Board will expire on August 9 next. 
There has been no intimation that he will be reappointed 
and none that he will not be. The natural assumption is 
that Mr. Warburg will be reappointed and that he will 
accept. The New York State Bankers’ convention adopted 
unanimously a resolution expressing the hope that Mr. 
Warburg will continue as a member of the Federal Re- 
serve Board. 

To Mr. Warburg the bankers and the people owe a 
debt of gratitude for his devotion to the great work of 
aiding in the organization and development of the bank- 
ing system whose adoption he worked for with zeal and 
enthusiasm for several years before Congress gave serious 
attention to the framing of a new banking law. 

Trained in Europe and familiar with the banking 
systems of the continent and Great Britain, Mr. Warburg 
had an unusual equipment when he began his study of 
conditions in this country after he came to make his 
home here. To him is largely due the surrender of the 
advocates of a bond-secured currency and he was one of 
the organizers of the league that conducted the banking 
reform campaign. His selection for the Reserve Board 
followed as a logical sequence. There was some petty 
opposition but, if there were no other reasons, his achieve- 
ments in the days of the construction of the reserve 
system are more than sufficient to justify the confidence 
of his supporters. 

In its original form the Federal Reserve Act left 
much to be done. The reserve problem was only half 
solved and there was opportunity for all the patient 
diplomacy and careful nurturing that was evidenced to 
bring the system up to the stature of an effective and 
satisfactory plan of banking operation. It is no belittle- 
ment of the work of the many who contributed to say 
that the greatest credit falls to Mr. Warburg for his 
dual work of convincing Congress what it should do 
and the bankers what was best for them and the country. 

The entrance of this country into the war brought 
new and greater banking problems and in this field Mr. 
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Warburg found larger opportunities for the exercise of 
his financial genius and for the practical development 
and application of the latent and unexpected powers of 
the reserve system. He has been a strong force for 
soundness and an equally strong brake on the movement 
toward vicious and ill-advised theories. 
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Never a robust man, it may be that Mr. Warburg 
feels he has earned a rest after four arduous years. But 
the times are out of joint. His counsel and assistance are 
needed. It is the common wish that other considerations 


be waived by him and the President and that he be con- 
tinued, at least, for the period of the war. 


A. D. W. 


TEN YEARS OF THE A. B. A. JOURNAL 


Ten years ago the first number of the JOURNAL OF 
THE AMERICAN BANKERS ASSOCIATION was issued from 
the office of the Association in New York. It consisted 
of forty pages, of a size much smaller than the present 
page, and its purpose, as announced editorially, was to 
furnish “a medium of publicity through which the mem- 
bers might be kept informed of the progress of the vari- 
ous lines of work undertaken in behalf of the Associa- 
tion’; although “in a broader sense,” continued the an- 
nouncement, “this Journal will be devoted to an expo- 
sition of the principles and practices of banking and 
finance.” 

Curiously, the first article in the first issue was a 
contribution by A. Barton Hepburn of New York, en- 
titled “Recognition by Congress of the Principles of Asset 
Currency,” which was about as accurate a forecast of 
the working of the great systern of commercial banking 
created by the Federal Reserve Act as any forecast could 
be. And the second article was “Guaranteeing Bank 
Deposits—In Other Words, ‘Robbing Peter to Pay Paul’,” 
by Prof. J. Laurence Laughlin. So it is quite evident 
from this brief reference to the contents of the first 
JOURNAL that representative American bankers had just 
as sound ideas about currency ten years ago as they have 
today, and that neither the progress of time nor the 
opinion of any individual has been able to alter the cor- 
rect economic view of the guaranty of deposits. 

During these ten years the JOURNAL has undergone 
many changes. It first absorbed, and now after ten years 
has again relinquished, the Bulletin of the American 
Institute of Banking. Its news of the Protective Depart- 
ment, at first presented as a matter of dry statistics, long 
since outgrew its place as a minor department in the 
magazine and is now furnished in a separate section of 
sixteen pages. The Legal Department, conducted by 
General Counsel Thomas B. Paton, from the very begin- 
ning has been an essential feature of the JOURNAL and 
is the one department which has survived the changes of 
the years. News from the various A. B. A. sections, at 
first presented briefly, in the course of time grew to such 
proportions that there was danger of the section matter 
overbalancing the rest of the publication, and conse- 
quently, with the present issue the distinctive section 
headings have been eliminated and the report of their 
activities has been brought back to the form in which 
they originally appeared. 

Throughout all these changes, however, the main 
purposes of the JOURNAL’s foundation have been kept in 


mind: To furnish a “medium of publicity” through which 
the members might be kept informed of the activities of 
their association, and to act as an expositor of the prin- 
ciples and practices of banking and finance. If at times 
certain principles of banking and finance have appeared 
to need exposure rather than exposition, the JOURNAL 
has not hesitated to meet the issue squarely and fear- 
lessly; and it is a matter of pride as well as a subject of 
self-congratulation for the members of the American 
Bankers Association, that the JOURNAL’s strongest blows 
in the cause of good banking have always commanded 
the greatest indorsement from the members. 

After ten years, the Executive Council of the Asso- 
ciation has decided that the JOURNAL could properly, and 
should, accept paid advertising, and with this issue a 
beginning has been made. The advertising policy has 
been formulated on the same high plane as the editorial 
policy, and if the commercial side of the JOURNAL appears 
to be building slowly, the foundation will be firm and sure. 

Fred. E. Farnsworth, General Secretary of the Asso- 
ciation since 1907, was the first publisher of the JOURNAL 
and still continues in that capacity. The first editor 
was Thomas B. Paton, but the onerous tasks imposed by 
his legal and legislative duties became so great that in 
1914 he was relieved of the conduct of the JOURNAL and 
was succeeded as editor by A. D. Welton, who still fills 
that position. W. W. Waine, associate editor of the 
JOURNAL since its foundation, died in 1915. He was suc- 
ceeded by George Lewis, who has now been made business 
manager and placed in charge of the advertising. George 
E. Allen, who edited the “Bulletin” section of the 
JOURNAL up to the present time, is now editing the new 
Bulletin of the American Institute of Banking. 

Thus the JOURNAL as it stands today represents the 
working out of a big idea and a strong purpose, which 
has persisted unaltered through changes of administra- 
tion in the Association and in the editorial staff. Its 
ideals in the cause of sound banking and currency are 
just’as high and its devotion to the service of the best 
interests of the American Bankers Association is just as 
steadfast as when Mr. Hepburn wrote the salutatory 
ten years ago. Its change of dress and its new business 
policy are merely changes in the outward form. The 
JOURNAL OF THE AMERICAN BANKERS ASSOCIATION is still 
the representative organ of the bankers who maintain 
it, and it will continue to be what it is so long as the 
members of the Association want it. G. L. 


Combination for Export Trade Legalized 


BY A. Y. COWEN 


N April 10, 1918, the President of the United States 
O attached his signature to a bill whose provisions 

should have favorable and far-reaching bearing on 
the foreign trade of this country. The Webb-Pomerene 
Bill, which was thus enacted into law and which legalizes 
combination and association in export trade, will strike 
home to American merchants and manufacturers that, by 
an adoption of what it makes permissible, there is high 
possibility of acquiring trade with other countries and re- 
taining such trade after acquisition, in the face of keen 
competition. 


Although sponsored by the United States Chamber of 
Commerce, advocated by the Federal Trade Commission, 
urged by the President of the United States and approved 
by business men in general, the bill was long in becoming 
a law. Yet the delay since the first appearance of the 
proponents of legislation of this character before the In- 
terstate Commerce Committee of the Senate about five 
years ago has been inconsequential. The full and real 
effect of the law will only be felt when hostilities cease and 
the warring nations, having somewhat recovered their 
productive vitality and rehabilitated their industries, 
attempt to regain lost fields of trade or to establish them- 
selves in new ones. In the intense and keen competition 
that is inevitably to ensue, 42,eriean exporters will not be 
hampered by legal restrictions uncommon to their com- 
petitors, but will rather be permitted to meet their com- 
petitors on an equal plane. The Webb-Pomerene bill, de- 
signed with just this in view, is on the statute books. 


The new law, as far as our export trade is concerned, 
is practically a reversal of the standing policy in this 
country since the passage of the Sherman Anti-Trust Act 
in 1890, which forbade co-operation and combination in 
business, although there are many who maintain that the 
Sherman Act was never intended to include foreign trade 
within its scope of jurisdiction. At any rate, business men 
contemplating association in the export business have 
generally exhibited a feeling of hesitancy and reluctance 
towards entering upon such a course for fear of prosecu- 
tion under the anti-trust laws. Approximately 56 per 
cent. of the replies received by the Federal Trade Com- 
mission asking as to the legality of export combinations 
under the Sherman law expressed the opinion that such 
combinations were prohibited. On the other hand, export 
association and co-operation have not been completely lack- 
ing in this country in past years. Salesmen in foreign 
countries have often carried the samples of numerous con- 
cerns, although the commodities of such concerns could not 
be said to have entered into active competition. Also, there 
have been some few co-operative organizations for foreign 
trade, as the Redwood Export Company (handling about 
one-half of the product exported), the Manufacturers’ Ex- 
port Association, the International Manufacturers’ Sales 
Company and the National Paper and Type Company, a 
joint selling company for foreign business. However, a 
lurking fear of possible prosecution under the existing 
laws has ever been present, as can clearly be gathered 
from a statement made by the general manager of the 
National Paper and Type Company two years ago, which 
was as follows: 


“The company which I represent has been 
obliged to cancel two 25-year contracts with im- 
portant concerns which were competitors and 
whose attorneys advised them that the Sherman 
law and more recent legislation made their posi- 
tion dangerous under the contracts which we 
held.” 


The passage of the Webb-Pomerene bill more than re- 
moves any such entertained fears. 

What are the provisions of the new law? Specifically, 
what beneficial practices does it permit to American would- 
be-exporters, and how can they avail themselves of the 
advantages the bill affords? 

The bill readily falls into three parts: 

1. Those parts which concern themselves with defini- 
tions; 

2. Those parts which declare that the Sherman Act 
of 1890 and the Clayton Act of 1914 are not to be con- 
strued as applying to associations for export trade; and, 

3. Those parts relating to the administrative features 
of the law. 


I. Definitions 


The law is emphatic in the assertion that permission 
to combine is granted solely for the purpose of export 
trade. Export trade is defined as “trade or commerce in 
goods, wares, or merchandise exported, or in the course 
of being exported from the United States or any Terri- 
tory thereof to any foreign nation.” No loophole is left 
for an attempt at application to the domestic trade. 


II. Anti-Combination Acts 


The Sherman Anti‘Trust law has been the law of the 
land since 1890. This law, supplemented by the Clayton 
Act of 1914, which prohibited holding companies, has em- 
bodied the avowed policy of the people of the United 
States toward large combinations known as “trusts.” 
Under these laws, industrial combines and trusts have 
been denied existence from shortly after their introduc- 
tion in the 80’s of the nineteenth century. The attorney- 
general has vigorously prosecuted any attempts at viola- 
tion of the statutes. The Webb-Pomerene bill overthrows 
this twenty-eight-year old policy so far as it affects the 
export trade of this country. Nothing contained in the 
Sherman Act or the Clayton Act, according to the new 
law of April 11, 1918, “shall be construed as declaring to 
be illegal an association entered into for the sole purpose 
of engaging in export trade.” 

However, the anti-trust laws are rigidly retained as 
concerns the domestic trade of this country. The Webb 
Act is repeatedly emphatic against the control of prices, 
the lessening of competition or the restraint of trade 
within the United States. The danger of extension of the 
influence of combination in foreign trade to domestic trade 
is thus coped with. 

Moreover, unfair methods of competition, whether in- 
dulged in in this or a foreign country, are placed under the 
ban of the Federal Trade Commission Act of 1914, which 
forbade such practices in the internal trade of the United 
States. Obviously, there is the just apprehension that a 
large combination or association will take advantage of 
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its great power and might to crush a competitor who, un- 
able or unwilling, is not a member of the association. 


III. Administrative Features 


The administration of the law and the guarding of its 
provisions is placed completely in the hands of the Fed- 
eral Trade Commission. Existing associations and all 
future associations coming within the bounds of the law, 
are required to file written statements with the Commis- 
sion as to their place of business, officers, stockholders, 
members, as well as a copy of articles of incorporation or 
association. The privilege is also extended to the Com- 
mission to demand and receive such other information as 
it may deem necessary. Furthermore, investigation of 
restraint of trade within the United States and the 
making of recommendations as to the readjustment of the 
offender’s organization are other powers lodged with the 
Federal Trade Commission. Penalties are provided for 
failure to file information or comply with the recommenda- 
tions of the Commission. 

It is evident that the Webb Act throws a cordon of 
restriction round the legalized associations for foreign 
trade. However, such restrictions are common in all 
laws and to be expected when the cherished policy of a 
country for almost a score and ten years is but slightly 
withdrawn; for the concession of combination to our for- 
eign trade is a concession to but one-tenth of the trade of 
the United States. The restrictions and limitations should 
in no way impair the beneficial aspects of the bill nor 
defeat the two ends for which it was created, namely: 


1. A lower cost of marketing to the exporter. 
2. A better opportunity to meet the competition of 


foreign countries. 


I. Lower Cost of Marketing 


The advantages of concerted’ action in export trade 
are the advantages of large-scale production, using “pro- 
duction” in the economic sense as applying to the crea- 
tion of utilities or values whether they be in the nature 
of transportation, marketing or manufacture. Such ad- 
vantages are many. , 

Export commission houses to the extent of 64 per 
cent., domestic merchants and importers to the extent of 
85 per cent., and publicists, economists and lawyers to the 
extent of 95 per cent., of those replying to the inquiries 
of the Federal Trade Commission, expressed an opinion 
favorable to the formation of associations for export trade. 
Approximately the same numbers expressed it as their 
opinion that such associations were in the public interest. 

The development of an export market involves con- 
siderable expense. There is the cost of study and mapping 
out of territory; the cost of experimentation; the cost of 
advertising and promotion campaigns; the cost of office 
space and salesmen and there is the huge outlay of cap- 
ital necessary to meet the long term credit requirements 
of foreign countries. For the small manufacturer, the 
capital necessary renders his entrance into the foreign 
field almost prohibitive. 

In past years it has been mainly the large concerns 
that have extended their operations to foreign territory. 
Such corporations as the Standard Oil Company, the 
Harvester Company, the Singer Sewing Machine Com- 
pany, the Steel Corporation, and others with huge funds 
at their disposal have entered the foreign field and spread 
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their products over the face of the earth. Figures com- 
piled by the foreign trade department of one of the larg- 
est banks in this country would indicate that for the period 
1900-1914, the products of the Steel Corporation, the 
Standard Oil Company, the International Harvester Com- 
pany, and the Copper Company alone, comprised 51.1 per 
cent. of the exports of manufactures from this country. 
And manufactures offer the sole problem in export trade 
since raw products and foodstuffs readily sell themselves 
because of the increasing demand for them. 

Association and co-operation for export trade by small 
manufacturers will extend to them the benefits these large 
corporations enjoy, which have enabled them so success- 
fully to enter the export field. It will join the small pro- 
ducers together into one large corporation. , 

The establishment of an organization that will engage 
solely in foreign commerce must inevitably lead to special- 
ization on its part in that field of endeavor. Proper meth- 
ods of packing, proper labeling, the duration of credit 
terms and other matters of relative simplicity will come 
to be understood and respected. Many American manu- 
facturers have not the faintest ideas as to these require- 
ments and when, as a result of the war, some of them 
entered the South American markets and made shipments 
to South American merchants, there arose a general howl 
of disapproval of the methods practiced by these would-be 
exporters. 

Such associations can undertake the study of foreign 
markets and thus ascertain where the goods of the com- 
bination can most readily be disposed of. Also, problems 
peculiar to the industry can the more easily and to better 
advantage be tackled. Careful and painstaking study of ~ 
a people, their customs, their likings, their dislikings and 
their demands is a prime requisite to success in trade. 
The small concern, because of insufficient funds, fails in 
this respect from the very outset. 

Other necessary information can the more readily be 
obtained, such as the credit-standing of prospective cus- 
tomers, the wares of foreign competitors, and the general 
market conditions abroad. 

Better transportation facilities and rates can be had 
through co-operation. Instead of the individual shipment 
of the individual manufacturer, there are the many ship- 
ments of the many manufacturers, enabling the chartering 
of a tramp steamer for a full cargo, with the resultant 
lower freights. 

Co-operation permits the printing of catalogues in 
the language of the prospective purchaser. Again, it is 
the larger resources of the combination that makes such 
an essential means to trade possible. Advertising cam- 
paigns can be conducted on a larger scale and more ef- 
fectively. Adequate office space and expert representa- 
tives can be had on the spot in foreign countries. Collec- 
tion of debts and delinquent accounts is made simpler and 
more likely and prices are made more stable. 

While the cost entailed to gain these advantages is 
large, it is nevertheless much smaller than had the same 
work been attempted individually, and is divided among 
the many participants of the association and thus shrinks 
to where it loses all its terrors for the individual manu- 
facturer. 

The testimonials of two existing limited combinations 
for foreign trade are of interest in connection with the 
advantages cited. We quote from the statements made 
by the President of the Northwestern Redwood Company, 
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speaking of the effect of the Redwood Export Company 
before the Federal Trade Commission: 


“As consequences flowing from, rather than 
as causes or motives leading up to, this limited co- 
operation, it is found that: (a) There has been a 
relative stability of price, a matter of great 
moment to the purchasers of this product from 
the mills. (b) It is believed that a better price 
has been received by the manufacturer in the 
United States for certain grades of the export 
product. (c) The smaller redwood mills are 
enabled to participate in this export business”; 


and from the statements of the general manager of the 
National Paper and Type Company, a joint selling com- 
pany for foreign business: 


“We have found that the representation of a 
number of manufacturers has reduced the cost of 
selling and distribution of merchandise. We have 
also found that our method of establishing branch 
houses had made it possible to collect more 
promptly and to reduce credit losses.” 


II. Meeting Foreign Competition 


Association and combination for foreign trade give 
the individual producers a better opportunity to meet the 
concerted action of foreign competitors of such countries 
as Germany, France, Belgium, Sweden, Italy, Japan, 


Switzerland, Austria-Hungary and England, where such | 


combinations. are countenanced by law and sometimes even 
aided by the government. These combinations foster for- 
eign markets and conduct extensive trade propaganda. 


Such a pooling of interests is especially true of the in- 
dustrial organization of Germany, whose policy toward 
combinations, both for domestic as well as foreign trade, 
has been the reverse of the policy pursued in the United 


States. To contend with these industrial combinations on 
a plane of equality, American merchants and manufac- 
turers must combine and pool their interests rather than 
compete with one another. 

In Germany prior to the war, there were 600 im- 
portant industrial combinations, many of which dominated 
the export trade of their industries. Among these might 
be mentioned the Velvet and Plush Cartel, which was in 
agreement with the velvet and plush manufacturers of 
Lyons, France, as to a complete monopoly in all countries, 
with the exception of North America, Austria-Hungary 
and England; the Portland Cement Cartel controlling 80 
per cent. of the total exports; the Coal Syndicate possess- 
ing an almost complete monopoly of coal experts; the 
German Ball-Bearing Convention, comprised of all the 
ball-bearing manufacturers of Germany, governing export 
prices, ete. 

To a lesser extent similar industrial combinations 
exist in the other countries mentioned above. 

“It is against such organizations as these, uniting 
powerful groups of foreign concerns, backed by great 
banks, aided by railway and ship lines, and assisted by 
foreign governments, that hundreds of comparatively 
small American manufacturers and producers must com- 
pete if they engage in export trade.” 

These combinations fix prices, give and receive re- 
bates, determine upon output and generally enjoy the 
lessened costs of marketing resulting from united effort. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


A number of these combinations, as well as other 


’ special ones, exert their power in the buying of wares and 


materials. Thus, phosphate-rock producers in the United 
States, in selling their products in Europe, usually meet 
but a single agent representing the manufacturers of 
fertilizers in France, Germany, England and Spain. The 
same situation exists with regard to the sale of American 
lumber in Australia. A combination fixes the buying and 
the price. This practice is true as concerns other com- 
modities. 

American exporters can meet such practices only by 
organizing, co-operating and combining as the Webb- 
Pomerene bill now makes permissible. Strength, power 
and unity must be met by strength, power and unity. 


After War Trading 


The war, that has strewn ruin on many a battlefield, 
has also disarranged and crippled the export trade of the 
belligerents. However, with a keen eye toward the day 
of peace, organizations and committees are being per- 
fected in these countries to study and recommend means 
whereby the trade that was lost may be regained and new 
trade acquired. Governments, as well. as private organ- 
izations, are engaged in this work, although it must be 
said that so far as legislation is concerned most of the 
measures proposed for re-entering foreign trade are still 
in the stage of discussion and that much that is sug- 
gested or adopted is of a transitory nature and stands 
discredited shortly thereafter. Witness the “war after 
the war” proposed by the Economic Conference at Paris 
in June, 1916, which President Wilson has relegated to 
oblivion. 

Great Britain has created a Minister of Reconstruc- 
tion and also a Commercial Intelligence Department to 
be controlled by a new parliamentary secretary. There 
are at present in England fourteen committees and com- 
missions studying trade development, two _ studying 
finance, six investigating raw materials and twenty-one 
making scientific and industrial research. Germany has 


also created a new division in the imperial ministry to 


concern itself with trade after the war. France and 
other nations have not lagged behind in this respect. 

Numerous powerful organizations and companies to 
engage in foreign trade have also sprung up. The Brit- 
ish Trade Corporation has come into existence. The As- 
sociation Nationale d’Expansion Economique has been 
born in France. In Germany many of the industries have 
been further consolidated and syndicated. Numerous in- 
ternational trading corporations have been established in 
other countries, not excluding the United States. 

It becomes evident, therefore, that competition after 
the war is to be as keen and intense as it ever has been 
and that large and powerful combinations will contend 
with American exporters in every foreign field. 

As already stated, the Webb-Pomerene bill provides 
relief for American producers in that combination can 
be met with combination and all the power, advantages 
and lower cost of operation concurrent with such organ- 
ization. 


Forms of Combination 
Such combinations can take various forms. Manu- 
facturers of the same or collateral commodities produc- 
ing solely for the export trade can completely consolidate 
or merge their resources into one gigantic organization. 
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In this way production as well as marketing can be car- 
ried to the highest point of modern efficiency. Or, a lim- 
ited form of association might be entered into. An 
export corporation might be established in which the 
various producers will have membership and which cor- 
poration will act as a co-operative selling agency for all 
the members—they reporting to the agency the amounts 
of their products that are, or will be, available for export 
and the terms upon which sales must be made. A sole 
agent might be retained in a foreign country to whom 
all merchandise would be consigned and who would act 
as selling agent. Territory might be defined and divided 
by an agreement subscribed to by the producers and deal- 
ers. Also, there can be a convention of manufacturers 
for the sole purpose of determining upon fixed prices. 
If necessary to contend with buying combinations in 
foreign countries, manufacturers might associate to estab- 
lish local distributing agencies for their produce. The 
detailed provisions of such associations, conventions or 
agreements, can be elaborated, if not with facility, with 
some effort. 


U. S. Share of Foreign Trade 


Many comparisons have been made between the 
foreign trade of this country and that of other countries, 
notably England and Germany, and as a basis for such 
comparisons, area and population of the respective 
countries have entered into consideration, as follows: 
Exports—1913 Area 

(Dollars) (Sq. Miles) Population 

2,428,506,000 3,000,000 100,000,000 
. 2,556,106,000 121,891 45,221,615 
2,403,311,000 208,780 66,715,100 

While it is true that such comparisons succeed in 
proving up the smallness of the foreign commerce of the 
United States, they nevertheless hinge on a fallacy. If 
population is a criterion for foreign trade, then China, 
with her 400,000,000 of people, should have the most 
extensive foreign commerce in the world. If area is a 


Country 
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criterion for foreign trade, then Russia and her vast 
Asiatic possessions should have the most extensive foreign 
commerce in the world. But both these criteria are 
fallacious. Foreign trade is rather the resultant of 
surplus production of one or more commodities, and 
diversity and multiplicity of demands. The country 
which produces merely sufficient for home consumption 
cannot export. The country whose every need is satis- 
fied by domestic output cannot import. The United States, 
however, cannot be classified in this latter category. 
In the last few years the foreign trade of the United 
States has risen from 
$2,806,135,000 in 1905 
to 3,429,163,000 in 1910 


to 4,276,615,000 in 1913 
to 9,183,713,000 in 1917 


There has been a most remarkable swelling since the 
outbreak of hostilities in 1914, partly due to the generally 
higher prices, but in the main due to the greater moving 
of commodities to and from the United States. The in- 
dustries in this country have been turning out an ever- 
increasing surplus available for exportation. Our indus- 
tries are capable of such a surplus product and our export 
trade should therefore not recede to below the established 
level of 1917—barring governmental restrictions during 
the war period. With an intensification and further 
development of industry, this exportable surplus might 
possibly be appreciably augmented. A market must be 
had for this overflowing product, else production will lag 
and a consequent loss of wealth result. 

While the war rages, little or no difficulty is expe-. 
rienced in marketing this surplus. Competition is at a 
standstill and America practically has a monopoly of the 
field. But will we be able to retain our present markets 
and acquire new ones when the war ceases and the 
nations again assume their réles as producers and 
exporters? 

The Webb-Pomerene bill was enacted to enable Amer- 
ican exporters to reply in the affirmative to this question. 


BRINGING THE WAR HOME 


Speaking of “War Chests,” an unusual and more than 
ordinarily effective campaign was carried on recently in 
Akron, Ohio, for the collection of war work funds through 
this medium. 

At about half-past nine on the evening preceding the 
announced opening of the campaign Akronites heard a 
terrific explosion—then another and another and still 
another—all of them startlingly close at hand, each sur- 
passing the preceding one in volume and duration. 
Thought of exploding chemical tanks at the rubber plants 
came to many and attempts to make inquiry by telephone 
met with that blank silence that told the anxious ones 
they were disconnected. From the streets came the call 
of “Extra,” “Extra,” followed by “Akron in Hands of the 
Huns,” “Rubber Plants Blown Up,” “Women and Children 
Killed,” ete. A glance at the headlines of the extras 
confirmed the calls of the newsboys, who were Boy Scouts 
this time instead of regulation newsies, and who delivered 
their papers without charge. 


There was time for only this glance at the head- 
lines before all lights in the city were switched off. 
Church and school bells rang, factory whistles shrieked. 
Pandemonium reigned without—silence and fear within 
the homes of the citizens. This for about four minutes, 
during which time many an Akronite lived more years 
than it will ever be his lot to number on earth. Suddenly 
lights reappeared, whistles and bells subsided, telephone 
service was resumed, and the frightened citizen, a trifle 
reassured, turned to his extra for further details and 
found in small type at the bottom of the page the state- 
ment, “All This Might Happen.” The next page was 
devoted to an appeal for contributions to the “War Chest.” 
Needless to say, they contributed. Instead of getting 
$1,500,000, the sum fixed for Summit County, whose pop- 
ulation is 200,000, $2,500,456.12 was received from 87,632 
subscribers. 

The average subscription was $28.50 and the per 
capita $12.50. 


War Debts and Bankruptcy 


BY MONTGOMERY BELL 


T the outbreak of the war in 1914, not only laymen 
A but trained financial and economic experts believed 
and asserted with what was then considered suffi- 
cient reason, that the financial burdens consequent upon 
a war of the present magnitude would make the continu- 
ance of the conflict impossible even for a year. With the 
passing of time the war continued, and more nations 
joined in the fray; each month the expenditure on both 
sides has been increasing at an alarming ratio; the only 
explanation that the self-same experts were able to offer 
has been that the nations would be unable to avoid 
eventual bankruptcy. 

At first this argument was used by the pacifists in 
support of immediate peace. Later, however, the fight- 
to-the-finishers took it up to show that the side that is 
defeated will be bankrupt. At present, the experts steer 
a middle course; they assert that bankruptcy is unavoid- 
able for the enemy; but our position, while not serious, 
would only be relatively better—-at the conclusion of 
peace. Nevertheless, the bogey of bankruptcy plays a 
very large part in shaping the course of our political and 
economic conduct—at least for the present. 

Bankruptcy, as it is known in law and commerce, 
arises out of the inability of an individual or corporation 
to meet his or their obligations, in whole or in part, at 
the stipulated date and in accordance with the contracts 
entered into. The gravamen of bankruptcy is that the 


obligation must be due to a party other than the party 


which is a debtor. Further, the enforcement of the con- 
tract and the declaration of insolvency must be made by 
a properly constituted legal authority. Now the war- 
ring nations—at least, the chief belligerents—are debt- 
ors to their own people—except for comparatively small 
amounts due to other countries. How can a nation be- 
come bankrupt for owing money to itself? Even if they 
should, one and all, repudiate their indebtedness, -there 
will surely be hardships for individuals, but the financial 
condition of the nation will remain unaltered. Capital, 
property and all other forms of wealth will remain intact; 
there will be only changes in the titles to ownership of 
individuals. 

Next, how can the state enforce a contract against 
itself? In practice, one department of the state acts as 
a check on the other; in the United States, for instance, 
the judiciary or the Supreme Court decides upon the con- 
stitutionality of the legislative acts of the Congress, and 
the latter acts as a check on the executive, or the Presi- 
dent and the Cabinet. If the governments of the different 
nations should find no means of paying their obligations, 
the governments may be forced to quit, but the nation 
or the state will be as sound as ever. This, however, 
does not apply to foreign obligations, non-payment of 
which destroys the credit of nations. Even in this re- 
spect, the only remedies are military expedition and re- 
fusal to do business in the future. If the state is a 
powerful state, the former alternative is out of the ques- 
tion—as, for instance, in the case of Russia, in the past. 
As for refusing to do business with a defaulting state, 
competition for the world’s markets among powerful na- 
tions has practically’ nullified any such relief for the 


creditors—except in cases where they acted in concert, 
as, for instance, in China, up to 1913. 

There are three categories of the belligerents finan- 
cially affected by the war. The first is the nation that 
has borrowed only of its people and has had no credit 
from any other nations. The only examples of it are the 
United States and Japan. Most of the belligerents belong 
to the second category, i. e., those that have borrowed 
mostly of their own people, but have obtained not incon- 
siderable amounts from outside. Great Britain, Russia, 
France, Italy, Germany, Austria and Turkey belong to 
this class. The third category comprises nations that 
have borrowed from other countries in order to fight and 
carry on the government; Servia, Belgium, Montenegro, 
Bulgaria, Roumania and, to a certain extent, Greece 
and Brazil, belong to this class. 

Without exception, all neutrals and some belligerent 
states have improved their financial positions as a result 
of the war—in spite of the fact that European neutrals 
are suffering from want of food products, as a result of 
the operations of the submarine, and have had to incur 
expenditures in order to be able to maintain neutrality. 
The South American neutrals have one and all profited 
by the high prices they have obtained for the produce 
they exported, while the volume of imports has been 
measurably reduced. Even some of the belligerent states, 
like Siam, China and India, have profited by the reduc- 
ton in the volume of their imports. 

There is a very general impression that after-war 
finance will prove a serious problem to every country in 
the world; there is nothing more erroneous than this 
belief. The great majority of the world’s states would 
have benefited by the turn of events during the past four 
years. Almost every South American state, with the pos- 
sible exception of Brazil, has reduced its debt to Europe, 
and has repurchased a considerable part of European 
holdings of its stocks and bonds. The latest example is 
the purchase by Uruguay of its railway from British in- 
terests. Mexico has received higher prices for its silver, 
metals and petroleum, and is immensely better off finan- 
cially than it has been during the past ten years. Of the 
Central American states, Nicaragua has been reaping 
large benefits, while others have done as well as they 
could under the circumstances. There is no country in 
Asia, independent or dependent, that has not benefited by 
the conflict—from the economic point of view. Japan 
has had the largest advantage. She has increased her 
annual trade from $600,000,000 before the war to $1,200,- 
000,000 in 1917. She has reduced her debts in Europe; 
doubled her gold holdings and stands as a creditor not 
only to China and Russia, but also to England. China 
has had the supreme advantage of the rise of 100 per 
cent. in the value of silver, which is the national money; 
and, as with other countries, the war has prevented the 
market from being dumped with European goods. India 
has had similar advantages; in addition, there has been 
a very marked industrial revival. The colonial posses- 
sions of the different powers in Africa have had little’ to 
complain of; in any case, they have had no burden of 
debt to shoulder. The conclusion of peace will find the 
European neutrals no worse off than before the war; in 
any case, they have had returned to them during the first 
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three years of the war all foreign holdings of their own 
stocks and bonds, and have invested in British, French, 
German and Russian war loans and treasury bills be- 
sides. Of the belligerents, Roumania will come out with 
practically no change in her economic position. Servia, 
Montenegro, Austria, Turkey, Greece and Italy were 
never noted for their sound financial position; they were 
borrowers at all times. Russia is now in an anomalous 
situation, but it was ever thus; the country of the Czars 
has had numerous financial crises in the past. Hence, 
problems of the future resolve themselves into readjust- 
ment of conditions in Great Britain, Germany, France 
and the United States. Even in these countries, the prob- 
lems would have been much simpler but for the fact that 
they have held economic sway over the world in the past 
—apart from political domination—and they are anxious 
to reassert such sway unimpaired. 

A consideration of facts as recorded by history 
proves conclusively that nations at no time suffer the 
effects of bankruptcy, as individuals do—except in rare 
instances, when they have lost political independence. 
So long as a nation is an entity politically, it can never 
be bankrupt. The country may default, as numerous 
lands have done in the past, and are certain to do in the 
future. The creditors will have to compound; the latter 
may refuse to trade with a defaulting nation for a while 
—but only for a while. Brazil, China, Russia, Austria 


and numerous others have been in seriously embarrassing 
situations quite often; but that has not prevented the 
volume of trade increasing month to month, year to year. 
So long as a nation can produce goods, can trade and 
remain politically independent, it cannot become bank- 


rupt. There is no embarrassment which a nation cannot 
surmount, under ordinary circumstances. 

Let us take the case of the four great nations, 
whose debts are piling up, and whose bankruptcy is 
feared. The case of the United States is unique in that 
the country will have spent nearly as much in two years, 
i. e., April, 1919, as England or Germany in four and one- 
half years. By April, 1919, the United States will have 
spent $37,000,000,000 on the war, of which loans to the 
Allies would amount roughly to $11,000,000,000, giving 
a net balance of expenditure of $26,000,000,000. Great 
Britain will have spent $43,000,000,000 by April, 1919, of 
which loans to the Allies and dominions would total 
$10,000,000,000—giving a net balance of expenditure of 
$33,000,000,000. France’s expenditure is not well known, 
although credits would total about $25,000,000,000 by 
April, 1919. German expenditure is not far short of that 
of England, and like the latter country, she had to loan 
funds to her allies, Austria, Bulgaria and Turkey. 

Now, how are these amounts to be repaid? How are 
the charges on these amounts to be met after the war, 
and normal expenditures of the state maintained? For 
both England and Germany, the interest on the debt alone 
will amount to $1,750,000,000 a year—if the war is over 
by April, 1919. In order not to complicate the subject, 
I will take England and discuss its position from the 
point of after-war finance. The after-war annual expendi- 
ture of England is expected to be made up as follows: 


Interest on debt $1,750,000,000 
Sinking fund 350,000,000 
War pensions 250,000,000 


Normal expenditures.............. 1,400,000,000 
$3,750,000,000 
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Before the war taxation brought $1,000,000,000; for 
the current fiscal year it is expected to bring in $3,200,- 
000,000. It must be understood that there will be no war 
profits or excess profits taxation after the war—the two 
sources which are expected to bring in $1,600,000,000 in 
the current year. It is idle to expect the Allies or 
dominions to be able to pay capital or interest on the loans 
made to them during the year, as they will be even more 
embarrassed themselves. The expenditure on war has 
passed the stage in which ordinary measures can cope 
with the situation. It is becoming patent that no taxa- 
tion to yield $3,750,000,000 a year can be levied, without 
upsetting the whole economic fabric of ‘the country. 
Maintaining the debt and spending the amount mentioned 
would lead them nowhere. Consequently, it is but fair to 
assume that such measures as will not keep the nation 
permanently crippled will be adopted. 

Now the financial position of England on April, 1919 
—taking this date as the period of the end of the war— 
would be as follows: 


debt (including paper 
$28,000,000,000 
6,000,000,000 


2,000,000,000 


Internal 


$36,000,000,000 


As an offset to the $8,000,000,000 due by Great Brit- 
ain to foreign countries, she has at least $10,000,000,000 
worth of foreign securities, apart from those that she 
has disposed of during the period of the war. Hence it. 
is safe to assume that the foreign obligations will hardly 
complicate the problem. 

If this amount is paid off in one lump, the revenue 
needed for normal expenditure and pensions would amount 
to only $1,650,000,000, which can easily be raised. But, 
how is it possible to get this amount? By capital taxa- 
tion, of course. A great many people are scared by the 
very mention of capital taxation. All sorts of dire re- 
sults are predicted if that step were adopted. What is 
generally forgotten is that such taxation will be on a 
graduated scale and will fall heavily on the rich. The 
rich will have to pay the taxes anyhow, in order to pay 
interest on the loans to which they have themselves sub- 
scribed. The capital, wealth, property and management 
in the country will remain practically unaltered; only 
there will be some few changes in titles and the destruc- 
tion of the bonds, loan certificates and treasury notes, 
which inflate values. Suppose the following scale of tax- 
ation were adopted: 


Part of capital below $1,000 
Part of capital between 


“ “ “ “ 


$1,000 and 
2,500 and 
5,000 and 
10,000 and 
500,000 and 
1,000,000 and 
2,500,000 and 5,000,000. . 


The figures look threatening; really, however, it is 
not so. An individual worth $10,000 is almost certain to 
have $2,000 of government bonds. In most cases, it would 
happen that taxation would mean the tearing up of the 
bonds held by the individuals. Where an individual has 
not taken a sufficient amount of government bonds to meet 
this tax, he will have to dispose of his property or ar- 


Due to U 
Credits in neutral eountries...... 
5% 
“ “ “ “ 20% 
“ “ 30% 
88% 
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range to make payments by instalments in a number of 
years. The public debt office is bound to have a great deal 
of work; but the government need not be owning or 
managing ordinary property—as is commonly supposed. 
Further, everybody will not be offering his property simul- 
taneously for sale, as is believed by some, who think that 
this is a clinching argument against capital taxation. 
The above is only a slight modification of suggestions 
that have already been made by several prominent writers. 
I cannot but believe that some such plan would have to be 
adopted not only by England but by all belligerents, in- 
cluding the United States. The debt of the United States 
at the end of April, 1919, would amount to $27,000,000,- 


000, after deducting the revenue for the two years from 
taxation. Of this amount $10,000,000,000 is likely to be 
due to us from other nations, for which we can afford to 
wait. The balance of $17,000,000,000 can be more readily 
met by capital taxation-than in any other country, as our 
wealth is the largest in the world. 

We are expecting a new world from the political 
standpoint; we are going to have a new world also from 
an economic standpoint. There is going to be little dis- 
position to let the burden of the past hang over us like 
Damocles’ sword. Every effort will be made to wipe out 
the past and start afresh. But there will be no bank- 


ruptcy of any nation in the world. 


INSTALLMENT PAYMENT OF FEDERAL TAXES IN 1919 


In behalf of the proposed plan for installment pay- 
ment of income taxes, particularly with reference to Fed- 
eral taxes due June, 1919, a memorandum has been sub- 
mitted to the Treasury Department by H. F. Rawll of 
New York, outlining a specific plan and urging reasons 
for its adoption. The proposal is for the issuance of 
United States certificates of indebtedness in small denom- 
inations, and is as follows: 

“Referring again to recent recommendations on the 
matter of United States Certificate of Indebtedness in 
small denominations, to be used in anticipation of taxes 
to become due on June 15, 1919, I am taking the liberty 
of submitting herewith certain recommendations to the 
United States Treasury Department, to which I bespeak 
your earnest consideration. 

“Just at this time there is a heavy drain upon our 
banking resources to meet the heavy drafts consequent 
upon the payment of taxes. Not only is it destructive to 
the banking system to be obliged to meet this strain, par- 
ticularly after the heavy drafts consequent upon the Lib- 
erty Loan, but not a few corporations and individuals 
whose liquid assets are not such as to make the meeting 
of their tax obligations an easy matter, are borrowing 
money for this purpose. 

“The recommendation I have to make will not only 
meet this situation as it exists, but also put the Treasury 
Department in possession of funds at a time when they 
are most greatly needed in anticipation of the taxes to 
become due one year from now, or in June, 1919. 

“There now exist United States certificates of in- 
debtedness in denominations of $500 and upwards, which 
may be used at United States Internal Revenue Offices 
in the payment of taxes. These issues mature at various 
times during the year. 

“It is my recommendation that this system be ex- 
tended, through the issuance of United States Certificates 
of Indebtedness in smaller denominations, which may like- 
wise be employed for the payment of taxes to become due 
in June, 1919, not only income and excess profit taxes, 
but also all Federal taxes of any description, payable in 
July, 1919. I submit to you that if it were possible to buy 
such United States Certificates of Indebtedness in denom- 
inations of $50, $100, $250, $500 and $1,000, the same to 
bear interest at a fair rate, there would be a disposition 


on the part of many thus to discount their obligations 
which will fall due a year from this time. 


“The present United States Certificates of Indebted- 
ness in denominations of $500 are beyond the reach of 
many, and the maturity date of these present certificates 
is not coincident with the due date of taxes. If issued in 
the smaller denominations it would make it possible for 
the smaller tax-payers to purchase them from month to 
month, and thus anticipate the payment of their 1919 
taxes by installments, distributed over the year. 

“T suggest that the precedent established by the War 
Savings Stamp system is an excellent one to follow in 
this connection, in that these certificates might be sold 
during the first month at a discount figured at a 3 to 3% 
per cent. rate, rather than at the 4 to 4% per cent. at 
present allowed on such certificates, which is to say that a 
$50 certificate would be sold during July at $48.50, the 
price to increase each month thereafter. 

“The present certificates mature at various dates, 
and it has become the custom to buy, cash in, and buy 
again. Under the system that is herewith submitted, the 
certificates would mature in June, 1919, and it would be 
possible for the buyer to take up the amount of his taxes 
in monthly payments distributed over a period of months. 

“Under this system the banks would be relieved of 
the strain of the draft of an amount estimated at from 
$6,000,000,000 to $8,000,000,000, falling at one time, since 
it would be distributed over the period of one year. The 
Government would be benefited in that it would have the 
immediate use of a considerable portion of this amount. 

“TI fully realize that it is the disposition of the Gov- 
ernment not to sell its securities at less than par, an ex- 
ception being made only in the case of the War Savings 
Stamps. It is, of course, entirely possible to sell these 
securities at par, the same to bear interest at the rate to 
be established, such interest to be added to the face of the 
certificates at date of maturity, thus overcoming this pos- 
sible objection. 

“To make this plan successful it would be an essential 
part of the method to induce all of the banks of the 
country to carry these certificates for sale and to give full 
publicity to their purpose and advantage. And in view 
of the relief that the establishment of this plan would 
afford the banks, it is almost self-evident that their co- 
operation could be depended upon fully, and with this 
wide-spread publicity and co-operation, I firmly believe 
that the rate of interest to be established could be less 
than 4 per cent.” 
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“Over There” Over Here 


HE accompanying 
‘ messages, exchanged 
just as the Third 
Liberty Loan campaign in 
Maryland was closing, give 
in a general way the re- 
sults of an effort to sell 
war bonds that was unique, 
fruitful and historic. 
Immediately upon the 
closing of the Second Lib- 
erty Loan campaign, dur- 
ing which one person in 
every six in the city of 
Baltimore subscribed to 
bonds, the Publicity Com- 
mittee of the Liberty Loan 
Committee for Maryland 
decided to establish per- 
manent headquarters and 
keep its machinery geared 
up during the interval be- 
tween the second and third 
loans. The committee first 
instituted a state-wide pub- 
licity campaign designed to 
disseminate authoritative 
information concerning the 
bonds, among the people 
who had just purchased 
them. This was carried out 
through the publication of 
articles weekly in ninety- 
seven newspapers through- 
out Maryland and_ semi- 


HOW MARYLAND’S GREAT LIBERTY 
LOAN CANTONMENT PUT THE 
STATE OVER THE TOP 


(Telegram ) 


BALTIMORE, Mp., May 3, 1918. 


JOSEPH P. TUMULTY, 
Secretary to President, 
Washington, D. C 


Our official records at five o’clock p. m. today 
show the state of Maryland has exceeded its quota 
by one million six hundred thousand. The counties 
of the state as well as the city of Baltimore con- 
tribute to this excess of quota. Reports from all sec- 
tions of the state show that the subscriptions come 
from the people and not from the banks. Figures 
indicate that the number of individual subscriptions 
is greater than the combined total of the First and 
Second Liberty Loans. Now that we are over the 
top we are bending every effort to swell the total. 

VAN LEAR BLACK, 
Chairman Publicity Committee, 
Liberty Loan Committee for Maryland. 


(Letter) 


THE WHITE HOUvSE, 
WASHINGTON. 
May 6, 1918. 
My Dear Mr. BLACK: 

Thank you for your kind and heartening tele- 
gram of the third of May. I have noted with the 
keenest interest and appreciation all that you say. 

Cordially and sincerely yours, 
(Signed) WooprRow WILSON. 
Mr. VAN LEAR BLACK, 
Baltimore, Md. 


in “No Man’s Land,” in 
which the war _ trophies 
were placed as they were 
on the field of battle. To 
the right was a replica of 
the Temple of the Winds, a 
structure of simple beauty 
in which was placed a 
‘crucifix loaned by _ the 
French High Commission 
and from which the corpus 
had been blown away by a 
German shell. Surround- 
ing it were other sacred 
relics loaned by France. 
Flanking the temple were 
two aeroplanes; one had 
been used by Guynemer and 
a French biplane which 
had been over the German 
lines many times’ and 
which is now the property 
of the Canadian Govern- 
ment. Behind these was a 
field hospital demonstrat- 
ing the work of the Red 
Cross in France and pre- 
sided over by Nursing 
Sisters Lavallee and Mc- 
Elroy of Canada. Near by 
was a reproduction of a 
Y. M. C. A. hut and be- 
tween these was a pano- 
rama loaned by the Navy 
Department of the United 


weekly in the daily papers of Baltimore. 

The committee sent one of its members to Canada to 
make an investigation of methods employed in the 
Dominion during the recent Victory Loan campaign. As 
a result of this study, the committee arranged through 
Col. A. G. Doughty, C. M. G. Deputy Minister and Con- 
troller of War Trophies, and Sir Robert L. Borden, Prime 
Minister for Canada for the exhibition in Baltimore of 
the national collection of war trophies, which Colonel 
Doughty had made for the Dominion. This collection, 
consisting of 1,400 articles, had recently been brought 
overseas and is intended to form the nucleus of a war 
museum for Canada. 

In consultation with Colonel Doughty and his aide, 
Lieut. R. A. Shaw, C. E. F., the committee arranged 
with the state of Maryland for the use of the Fifth 
Regiment Armory, the hall in which Woodrow Wilson 
was nominated for the Presidency. 

William Gordon Beecher, architect, and Edward 
Berge, sculptor, designed a setting of surpassing beauty. 
Under the canopy of a star-studded blue sky, an heroic 
figure of Liberty dominated the hall. Mr. Berge repro- 
duced Bartholdi’s figure, and Mr. Beecher’s treatment of 
the base was to provide a. monumental platform, which 
would be an altar of Liberty. The base also provided a 
bandstand accommodating 300 people. To the left of 
the platform was a realistic reproduction of the trenches 


States, showing the navy, past and present, in review. 
Seats for a large number of people were provided in front 
of the platform. Surrounding the floor were a score of 
booths displaying in an interesting way the allied activ- 
ities in the war, such as the Food Administration, Voca- 
tional Training, home work of the Red Cross, National 
Surgical Dressings, Navy League, Knights of Columbus, 
the Jewish Welfare Alliance and the Army and Navy 
and Marine Corps of the United States. 

There was nothing for sale in the hall except Liberty 
Bonds and a meal. This latter was served in an army 
mess hall by army cooks and was similar to the “chow” 
served at the cantonments. The meals sold for 35 cents 
each, and more than 17,222 were served. 

The exhibition was opened on March 30 by Martin 
Burrell, Secretary of State for Canada. At the conclu- 
sion of his address, former Governor Phillips Lee Golds- 
borough of Maryland delivered an eloquent oration on 
the Maryland men who had given their lives in the service 
of their country since the declaration of the war, April 6, 
1917. Governor Goldsborough read the names of these 
men and a tablet bearing their names under the inscrip- 
tion, “They Died for Liberty” was unveiled at the base 
of the statue. An army chaplain recited the office of the 
dead, volleys were fired by men from the army and navy 
and the Marine Corps, and three buglers, representing 
the three branches of the service, sounded taps. During 
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the course of the campaign, as additional names of Mary- 
land dead were cabled to this country, these names were 
added to the list. 

This note dominated the exhibition and the brilliant 
success of its designers in creating a cathedral atmo- 
sphere, is illustrated by the fact that while 300,000 people 
visited the Armory, there was not an ejectment from the 
hall, there was no disorder and no arrests. 

The plan for the sale of bonds centered around the 
application of a novel idea in connection with the tickets. 
The tickets sold for 40 cents. Attached to each ticket was 
a coupon having a value of 25 cents when applied to the 
purchase of Liberty Loan bonds of the third issue. One 
coupon and $49.75 would buy a $50 bond; four coupons 
and $49 would buy a $50 bond, or 200 coupons would buy 
a $50 bond. The tickets were distributed by a committee 
of which Hon. John C. Rose, Judge of the Federal Court, 
was chairman of Baltimore City, and Albert G. Towers, 
chairman of the Public Service Commission, was chair- 
man for the counties. 

The success of the campaign is shown by the follow- 
ing attendance figures. 

Total paid attendance, 300,000. 


Performances Days Aterage Daily Attendance 
81 27 11,100 


On the day of the opening of the exhibition the com- 
mittee also brought to Baltimore the tank Brittania, 
which had been brought to the United States by the 
British War Mission headed by Lord Northcliffe. The 
tank was put through its paces at the Pimlico Race Track, 
at which time an aviator gave an interesting demon- 
stration. 

On this same day George Creel, Chairman of the 
Committee on Public Information, made a flight to Balti- 
more, bringing with him in an airplane the following 
letter to Van Lear Black from Wm. G. McAdoo, Secre- 
tary of the Treasury: 


THE SECRETARY OF THE TREASURY 
WASHINGTON 

April 5, 1918. 
My Dear Mr. BLACK: 

May I not, through Mr. George Creel, ex- 
press my congratulations to the Liberty Loan 
Committee and to the people generally of Balti- 
more for the splendid arrangements made by your 
city for opening the Third Liberty Loan cam- 
paign? The 6th of April is a momentous day in 
the history of the United States, and I am de- 
lighted that Baltimore is marking this anni- 
versary of the entrance of the United States into 
the world war with appropriate ceremonies. I 
feel confident that your city will do its full part 
in this Liberty Loan campaign, and my best 
wishes go with you. 

With warm regards, I am, 

Sincerely yours, 
(Signed) W. G. McApoo. 

VAN LEAR BLACK, EsqQ., 

Liberty Loan Committee, 

Baltimore, Maryland. 


On the following Saturday, April 6, which was the 
first anniversary of the declaration of war with Germany, 
President Wilson came to Baltimore at the invitation of 
the publicity committee of the Liberty Loan Committee 
for Maryland. In the afternoon he reviewed a parade of 
12,000 troops of the National Army at Camp Meade under 
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Major-General Joseph E. Kuhn. In the evening the 
President attended the exhibition and delivered his his- 
toric address on “force to the utmost.” The exhibition 
was attended by many notables who spoke from its his- 
toric stage. Among these were Vice-President Marshall, 
Secretary of the Navy Danields, Champ Clarke, Speaker 
of the House, members of the diplomatic corps of all of 
the allied nations, former President William H. Taft, the 
Archbishop of York, ete. 

No serious effort was made to corral the banks and 
have them make their large subscription at the Armory. 
The single purpose of the exhibition was to bring home 
to the average man and woman the struggle in Europe, 
to visualize the war, to bring “Over There” over here. 
Yet subscriptions at the Armory exceeded $14,000,000, 
more than half of the quota for Baltimore City. 

Following are some impressions of the exhibition: 

Secretary Daniels: “May I express to you and the 
members of your committee my gratification at the very 
striking and extensive exhibition presented in the Liberty 
Loan Cantonment. It is not only most interesting and 
instructive, but is calculated to inspire the patriotism of 
all who see it. I am sure that this comprehensive expo- 
sition of the various phases of war work will not only 
stimulate the sale of Liberty bonds, but also recruiting 
for the various branches of the service, and will arouse 
a deeper interest in every activity connected with the 
winning of the war.” 

Former President William H. Taft: “‘Over There’ is 
the most complete and instructive war exhibition I have 
ever seen. Baltimore may well feel proud of its achieve- 
ment. It may be said that Baltimore was the setting for 
the opening of the Third Liberty Loan campaign and this 
cantonment has done so much to stimulate the patriotic 
spirit of the state and of the whole country.” 

Archbishop of York: “Such a thing as this is what 
the people need to bring to them what the war means, 
to stir and spur their imaginations as to what is hap- 
pening in Europe, to point out to them their duties and 
their responsibilities. It is a magnificent spectacle, and 
one of tremendous beauty and significance.” 

And after its conclusion the following paragraphs 
appeared among the great volume of matter describing 
the exhibition: 


THE PASSING OF “OVER THERE” 


“‘Over There’ has passed into history, history 
making itself, and living as indelible history in the mem- 
ories of scores of thousands of persons whose patriotic 
zeal has been refreshed through visits to the great can- 
tonment. 

“With the sounding of taps last night the truly won- 
derful exhibition was brought to a close. The stars in 
the canopy of ‘Over There’s’ heavens have twinkled for 
the last time. The flame in the torch of ‘Over There’s’ 
Liberty has flared for the last time. The trenches of 
‘Over There’ have been trod for the last time. 

“But the stars in the canopy of patriotism shine 
today brighter than ever. The flame in the torch of 
devotion to flag and country blazes higher and wider 
and more zealously than ever. And the spirit of love for 
and loyalty to our boys in the trenches ‘over there’ will 
be more strongly reflected than it could possibly have 
been but for the mission performed by our Baltimore ‘Over 
There.’ ” 


Shrinkage in Public 


BY PAUL M. WARBURG 


HEN the Federal Reserve Board’s Capital Issues 
\ \) Committee, at the request of the Secretary of 
the Treasury, undertook to deal with the ques- 
tion of controlling and curtailing capital issues, it estab- 
lished as one of its first principles that every expendi- 
ture not strictly compatible with ‘the public interest of 
the United States, that is, every expenditure not directly 
helpful to the prosecution of the war, or absolutely neces- 
sary for the health and reasonable comfort of the people, 
ought to be abandoned for the time being. The Capital 
Issues Committee was mindful of the fact that it was 
self-constituted and acting without express authority of 
law, and that it could secure results only by enlisting 
the voluntary and patriotic co-operation of all concerned. 
I am frank to admit that when the committee began its 
operations its members were not at all certain that they 
would not meet with determined opposition on the part of 
certain groups of industries which, of necessity, would be 
seriously affected by its rulings. 

It is a genuine satisfaction to be able to state that, 
from the very beginning, the committee met with nothing 
but the most patriotic response. No matter how im- 
portant or vital any particular issue may have seemed to 
the applicant when he first presented his case, and no 
matter how insistent he may have been in the assertion 
of the prime importance of his individual requirements, 
nevertheless, whenever the committee, or one of its sub- 
committees, explained the true significance of the prob- 
lem and the principles which it was necessary to apply 
in order to best serve the country, it never failed to 
awaken that finer spirit that willingly subordinates in- 
dividual advantage to the national welfare. It was of 
great help to the committee that the American Bankers 
Association, the Investment Bankers Association and the 
leading stock exchanges of the country immediately 
passed resolutions to the effect that their members would 
not place, or deal in, any securities coming within the 
operations of the Capital Issues Committee upon which 
it had not first favorably passed. The committee was 
also greatly helped and encouraged by the fact that the 
authorities of some leading communities promptly made 
it known that they would do everything in their power 
to co-operate. 

The War Finance Corporation act, which gives to 
the Capital Issues Committee legal standing, continues to 
preserve this voluntary character. The bill, as originally 
introduced, vested the committee with power to punish 
those who would not submit to its rulings. Congress, 
however, in eliminating this provision, expressed the con- 
viction that it was safe to rely upon the patriotism of 
the people of the United States to co-operate of their own 
accord without the threat of punishment, just as the 
British co-operate with their Capital Issues Committee, 
an organization which likewise depends entirely upon 
voluntary support. 

In dealing with states, municipalities or counties, the 
Capital Issues Committee mainly considered expendi- 
tures for the following purposes: 


Their Relation to War Financing 


Utility Securities and 


Hospitals, schools, sewers, filtration plants, municipal 
buildings, electric light plants, roads, parks and bridges. 

When considering applications of this character, the 
committee made it a rule to seek advice from the Federal 
department boards and commissions having particular 
knowledge in the premises, for the purpose of determin- 
ing whether or not the expenditure involved was essen- 
tial for the successful prosecution of the war, or for the 
health and necessary comfort of the people. Except when 
acting upon securities issued for the purpose of provid- 
ing funds for the renewal of maturing obligations, only 
those cases that were found to be compatible with the 
public interest, as above defined, received the approval 
of the committee. In reaching its conclusions it observed 
the broad principles that the use of capital, material or 
labor could be justified only where results could be ex- 
pected within a very reasonable time. Thus, applications 
for roads were acted upon favorably only when it was 
satisfactorily established that they were of military im- 
portance, leading to camps, docks, or shipbuilding plants 
or establishments producing materials necessary for the 
prosecution of the war, or whenever they were shown to 
be important, from an agricultural standpoint in order 
to open up agricultural districts or to make their 
products available for ready distribution. In the case of 
schools and hospitals the committee sought the advice — 
of the Commissioner of Education or the Surgeon 
General as to whether or not new buildings were ab- 
solutely required, and if so whether or not temporary 
buildings could be used instead of permanent ones, as 
temporary buildings absorb less material, less labor, less 
transportation and less money. Monumental buildings 
and parks or bridges, merely involving greater comfort 
or luxury, were disapproved. In many instances the 
comptrollers of certain cities and states consulted with 
either the central committee or the subcommittee of their 
district, discussing their budgets item by item, and almost 
invariably these conferences resulted in the elimination 
of unnecessary expenditures and a substantial reduction 
in the estimated appropriations. It is a great satisfac- 
tion, therefore, to have this opportunity of publicly ex- 
pressing appreciation of the splendid spirit of patriotism 
shown by these state and municipal administrations. 

This leads me to the complex question of the rela- 
tionship of the state and municipal governments to their 
various public service properties. Almost everywhere 
there are outstanding at this time franchise and con- 
tractual obligations for the building of new subways and 
surface car lines, or for the furnishing of additional 
supplies of water, electric light, power, heat and gas. 
In the majority of these cases the national interest at 
this time requires that every effort be made to reach an 
understanding by which such construction may be post- 
poned unless, indeed, it serves the successful prosecu- 
tion of the war and the health and necessary comfort of 
the people. We need the men and the steel to build our 
ships rather than to build new subways. We need the 
coal and electric power to drive the wheels of our war 
factories rather than to give more light for advertising 
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displays or for other non-essential uses. To a certain 
extent it is true that this new construction is being re- 
stricted by the Priorities Division of the War Industries 
Board, which controls the sale of articles such as steel 
and copper so as to prevent their being employed for 
purposes incompatible with the public interest. But for 
both the Priorities Division and for the Capital Issues 
Committee is a difficult task to deny the use of these 
materials, or the necessary capital, where it can be 
demonstrated that by reason of such denial the com- 
panies affected may be embarrassed to the point of de- 
faulting on their contractual obligations. 

I hope it will not be considered presumptuous on my 
part if I venture to urge that all state and municipal gov- 
ernments do their utmost wherever possible and practicable 
to find a modus vivendi for their public service corpora- 
tions and help them to reach agreements whereby onerous 
_ or unnecessary contractual or franchise construction ob- 
ligations may be waived or held in abeyance at least for 
the period of the war. In doing this they will effectively 
support the work of the Federal Government. Irrespective 
of the release of labor and material involved it is obvious 
that the community itself will best be served by postpon- 
ing as much work as possible until a later time when prices 
will be lower and when, in addition, there will exist the 
need of finding employment for the surplus of labor which 
may be expected upon the termination of the war. 

The drastic shrinkage in the value of public utility in- 
vestments and the impairment of the credit of these cor- 
porations is a source of grave danger to the general finan- 
cial situation at this time. We need the savings of the in- 
vestor and it would be a serious menace to the ability of 
the government to finance the war if public service corpor- 
ations, strong and solvent before the beginning of the 
world conflagration, should be forced to go into receivers’ 
hands because of conditions for which they are not re- 
sponsible. Their credit must be maintained both on ac- 
count of innocent investors and on account of the neces- 
sity of preserving the physical development of corporations 
whose operations are needed on account of their direct and 
indirect effect upon the successful prosecution of the war 
or the health of the people. : 

Franchises in many cases have become excessively 
onerous for such corporations, due to the fact that labor, 
coal, steel and copper can be secured only at exorbitant 
prices, while the charges for services rendered often can 
not be properly adjusted without the consent of the com- 
munity involved. 

When the old Capital Issues Committee first undertook 
its work it arranged for a conference with public service 
commissioners representing various states of the Union. 
The committee was delighted to find that these state com- 
missioners were not only open to the suggestions made by 
the committee but that they were in fullest sympathy 
with its program and eager to co-operate in every possible 
respect. 

It is gratifying to note that a number of leading 
municipalities, after a careful study of this problem, have 
since decided to make such equitable adjustments as to 
enable their public service companies to weather the storm, 
and it is hoped that their example will be emulated all 
over the country. 

The thought may have occurred to many that the War 
Finance Corporation has been created to cope with this 
very problem. Without attempting to speak for the War 
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Finance Corporation and restating only what its directors 
have publicly expressed, I may say that this corporation,’ 
in the majority of cases, expects to deal only with con- 
cerns that are solvent and able to provide a bankers’ guar- 
anty. The amount that may be advanced without that 
guaranty is strictly limited by law and it is safe to assume 
that, except where the public interest absolutely requires, 
the corporation will not consider itself warranted in 
making advances to companies on the brink of insolvency. 
Where advances from the War Finance Corporation are 
to be sought, it appears advisable, therefore, that the 
communities involved do their share in placing their public 
utility companies on a basis upon which they may be at 
least self-sustaining. 

It cannot be denied that the state and municipal 
authorities enforcing economy are often faced with a diffi- 
cult task. At times it may be very hard indeed to resist 
the local clamor for improved public service and the pres- 
sure brought by those interested in the granting of new 
contracts. Such cases have come before the committee. 
There were instances where the necessity for new roads 
was not as urgent as the desire of the contractor to secure 
the work, and in some districts architects or builders were 
more anxious to build schools than conscientious public 
authorities. In those cases, the support given to the local 
authorities by the committee often was of the greatest 
value to them. The Federal Reserve Board’s committee 
was always ready to shoulder the responsibility of pro- 
tecting the national interest or to take upon itself any 
blame for the consequences of its action. I am quite certain 
that I am expressing the views of the new Capital Issues 
‘Committee in saying that it will continue to proceed on 
the same lines. May I urge, therefore, that state, county 
and city officials avail themselves of the services of the 
Capital Issues Committee in the freest possible manner. 
It is very important that this should be done, not merely 
when the securities are about to be issued, but at the time 
when the expenditure is first about to be authorized. It 
may be embarrassing for the Capital Issues Committee to 
decline approval of an issue contemplated for the purpose 
of liquidating a banking obligation previously incurred, ex- 
cept indebtedness incurred prior to April 5, 1918, in 
accordance with the provisions of Section 203 of the Act 
of April 5, 1918; but you can readily see that if the com- 
mittee did not stand ready to disapprove bond issues to be 
made in liquidation of a banking debt previously incurred 
for some purpose incompatible with the national interest, 
some corporations and municipal authorities might soon 
adopt the practice of first creating the debt and then 
forcing the hand of the committee. 

Curtailment of expenditures involves automatically a 
proportionate reduction in the amount to be raised by the 
sale of securities, and to that extent it means that, instead 
of competing with the Federal Government for the savings 
of the people, these local administrations will place them 
at the disposal of the government. I need not enlarge on 
that important point except to say that if at present it is 
proper for all corporations to avoid this competition with 
the government, there is all the more reason for states’ 
and municipalities to do so because the majority of the 
securities sold by them are exempt from Federal taxes. 
The Federal Government, instead of continuing to issue 3% 
per cent. tax-exempt bonds, has adopted the policy of 
selling only partly tax-exempt bonds bearing 4% per cent. 
interest, and is willing to pay the higher interest rate for 
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the purpose of keeping as unrestricted as possible its field 
of comprehensive taxation. While I do not question the 
legal right of the states to issue tax-exempt bonds, we must 
recognize that to the extent that a state issues such tax 
exempt securities, it deprives the Federal Government of 
the taxing power so essential for the public welfare in 
this emergency. All the more sacred, therefore, is the 
obligation imposed upon ldcal governments issuing such 
tax-exempt bonds not to authorize any issues except those 
absolutely necessary for the immediate welfare of the 
community. 

May I, in passing, dwell upon an additional reason 
why it is of the utmost importance to reduce to the mini- 
mum the issue of securities at this time? Itis on account 
of their bearing upon “inflation,” a problem with which it 
is impossible for me to deal exhaustively within the limits 
of this address. 


The pernicious consequences of inflation are a rapid 
increase in prices, and a corresponding decrease in the 
purchasing power of money. As the increase in prices pro- 
gresses, the amount that governments must borrow grows 
correspondingly. It becomes a neck-and-neck race between 
a fictitious wealth and a reduced value of what that wealth 
can buy in labor and in goods. It must be our aim, there- 
fore, to restrict inflation to the smallest possible scope com- 
patible with the achievement of our national purpose—the 
successful prosecution of the war. 

From an economic point of view, it is considered un- 
sound and unbusinesslike for any one to issue his obliga- 
tions for things of no permanent value. No corporation 


would think of issuing bonds against the coal that has 
been consumed in producing its finished article, or against 


wages that have been paid; nor would you or I, at the 
end of the year, treat as an asset the food that we have 
eaten or the suit of clothes that we have worn and thrown 
away. That, however, is what all belligerent governments 
are doing and what, under present circumstances, they are 
obliged to do. This process must lead to economic disaster 
wherever the waste of the government is not counterbal- 
anced by increased economy on the part of the people. We 
must bear in mind that the production of permanent values 
in normal times is accompanied by a certain amount of 
necessary and unnecessary wastage, such as the consump- 
tion of goods, food and clothing, in quantities beyond what 
is necessary for the production of the article and expendi- 
tures for the comfort and luxuries. The necessary mate- 
rial‘and labor put into the article produced, plus the in- 
cidental wastage of goods, and plus a reasonable profit, 
constitute in normal times the value of the properties 
added to the assets of the world. This normal wastage 
must be reduced as the abnormal wastage of the govern- 
ment increases. If this policy is carried out consistently 
the speed with which inflation proceeds is thereby reduced 
proportionately. 
To sum it up in its simplest form: on the one side of 
the balance sheet of the world corporation are all the 
things unconsumed; on the other side are the dollars. If 
the dollars increase rapidly and if the “things” do not in- 
* crease—or if indeed they decrease—there must ensue in- 
flation of prices. The means to counteract inflation are, 
therefore, on the one hand, increased production and de- 
creased consumption of “things” and, on the other, a slow- 
ing down in speed and volume in creating new dollars in 
the form of new securities, currency or credits. The more 
we save, the mofe do we increase the amount of “things” 
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on the one side of the ledger and the more may we hope to 
succeed in keeping their price down, decreasing thereby 
the amount of new dollars to be issued in payment. It 
follows that inflation is not a question merely of banking 
or currency, but fundamentally a question of saving. 

The duties of the state and municipal governments 
with respect to this great national problem are easily per- 
ceived from the foregoing. By curtailing expenditures to 
the utmost, they not only conserve to that extent goods, 
labor and transportation, and make the savings of the 
people available to the Federal Government, but in addi- 
tion they avoid the guilt of becoming factors in the further 
increase of prices and of aiding the process of inflation 
through the issue of additional securities. 

There exists on the part of many some hesitation to 
co-operate without reserve in this effort of saving, because 
they fear that consistent saving and curtailment of credit 
may create great hardships and subject many people to the . 
cruelties of unemployment. I am profoundly convinced 
that we have no right to let this thought prevent us from 
going the full length in our drive for economies. When 
we have under serious contemplation the withdrawal from 
peaceful occupations of between two and five million men 
at a time when the country is in such urgent need of 
immense quantities of goods, and when it needs these goods 
with the least possible delay, fear of serious unemploy- 
ment need not be entertained. It is true that for some 
time to come there must be a continuous shifting of men 
and women from one occupation to another. When there 
is a shortage of thousands of carpenters in the ship yards, 
farm hands, who generally are trained to tinker in all 
kinds of arts and crafts, will be drawn into these yards 
and their places in turn will be filled by other classes of 
day laborers. If the women should decide, as I trust they 
will, to spend less than in the past upon all kinds of 
fineries, some girls may lose their places as dressmakers 
and seamstresses, but, as a result, there will be found 
large numbers of them running elevators, or doing clerical 
work, or serving in munition factories. No doubt there 
will be temporary and unavoidable hardships connected 
with this shifting process, but this is one of many sacri- 
fices that we must be willing to bear. Organized labor 
realizes these conditions and the members of the Capital 
Issues Committee that met with representatives of their 
organization were deeply impressed by their patriotic, 
courageous and statesmanlike point of view. At the same 
time the Department of Labor is trying its utmost to com- 
plete its machinery for directing and assisting in this 
readjustment of occupations while other agencies of the 
government are devoting themselves to the task of guiding 
industries away from the production of less essential to 
essential goods. 

Nothing can be more detrimental to the successful 
accomplishment of our industrial war program than the 
effort to leave undisturbed the industries that cater to the 
extravagant tastes of all classes. The argument that it is 
necessary to keep on selling luxuries in order to finance 
the war is too preposterous to be seriously considered. 

In times of war we do well to remember the wise ex- 
pression of old Diogenes, who said: 

“How many things there are in the world that 
Diogenes can do without.” 

That applies to the life of the individual as well as 
the community as a whole. The people of the United 
States who stand ready to give their all to win this war 
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will cheerfully forego unnecessary comforts and luxuries 
when once they fully grasp the real significance of econ- 
omy in this emergency. If up till now they have not yet 
begun to do their full duty in saving, it is only because 
they have not had it sufficiently impressed upon their 
minds that saving is not a small and petty matter but that 
there is glory in saving, that saving has an immediate 
bearing upon the question of victory and defeat and of life 
and death, and that at this time it is the biggest contribu- 
tion the civilian population can make. We must train our- 
selves to visualize the cumulative result of individual and 
communal thrift in the light of which the smallest con- 
tribution assumes its true importance. It is not difficult 
to wear old clothes instead of ordering new ones, when we 
impress it upon our minds: That (our factories being busy 
day and night in producing the things needed for the war) 
there are available only few goods which can be sent to 
Argentina in payment for her wool; that we have no ships 
to spare, nor gold; that we—that is, the allied group of 
powers—need Argentina’s wheat and meat and wool, or 
Chile’s nitrates or Peru’s copper; that through our being 
short of goods to sell to neutral countries, belligerent ex- 
change rates on neutral countries have depreciated so 
seriously that we can continue extensive purchases in 
neutral countries only to the extent that they will grant us 
loans to cover our debit balances. It is true that most of 
these neutral countries are as anxious to sell their goods 
or even more so, than we are to secure them, and that, 
therefore, these neutrals are as vitally interested as we in 
bringing allied exchanges back to more nearly normal 
rates and in granting us credits that will enable us to buy 
and pay for their goods. But in the nature of things, 
these credits must be limited by the amounts that these 
countries can afford to loan and, as far as short loans are 
concerned, by the maximum amount which we may safely 
obligate ourselves to release in gold to them upon the 
conclusion of peace. 

It is impossible within the limits of this address to 
give a full presentation of the many phases in this ques- 
tion of foreign exchange. Suffice it to say in this connec- 
tion that in saving goods we serve the threefold purpose, 
first, of decreasing the volume of things we must import; 
second, of increasing the volume of things we may export 
in payment of imports, and finally, admitting that the lack 
of transportation facilities may prevent us from shipping 
all available goods at this time, of accumulating a most 
valuable reserve stock of raw materials and finished 
products. If Joseph could return today and foretell the 
future to Pharaoh, he would predict that at the end of this 
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war there will be a great famine of raw materials and he 
would urge those in power to acquire and store up what- 
ever surplus of foodstuffs, cotton or other similar raw 
materials the country might be able to save and accumu- 
late. As far as our own position is concerned, such re- 
serves of goods will prove of the greatest value during the 
war in adjusting our foreign balances, and a most effective 
protection for the coming period of the after-the-war trade 
struggle. Whoever controls the raw materials will hold 
the key to commerce and finance, not only because he who 
can sell goods need not send gold, but also because control 
of raw materials will give an invaluable advantage to the 
manufacturer competing in world markets. Our gold 
reserve at this time is the financial backbone of the 
allied cause; let us add to our “gold” reserve a “goods” 
Yeserve. 

Maybe Joseph would add this further admonition: 
That the necessity for saving will not end at once with the 
conclusion of peace and that for years to come thrift will 
remain a national requisite, and as much of a science and 
virtue as we used to consider extravagance. 

I apologize for this seeming digression. It is impos- 
sible, however, to do justice to the topic allotted to me 
without demonstrating as vividly and as convincingly as 
possible the all-importance of individual and communal 
thrift and economy for the present and future welfare of 
the country. The bigger the lines on which we conceive 
this problem, the easier will it be to arouse the entire 
country to support Uncle Sam in the accomplishment of his 
difficult task. 

Owing exclusively to the iron pressure of necessity 
caused by the British blockade, and to the consequent en- 
forcement of a rigid system of rationing, Germany has 
been able to perfect a plan of complete industrial mobiliza- 
tion and of the greatest possible individual and collective 
thrift and economy. If it is true that “Intelligence is a 
question of priority,” we may say with equal force that 
“Priority is a question of intelligence.” Will we be able 
to see soon enough in what respects we must give the gov- 
ernment the right of way? Will we be able to see our duty 
clearly enough to perfect this great plan of conserving our 
natural resources by creating our own voluntary blockade 
around extravagance and waste? Can we co-ordinate by 
voluntary agreement all the independent forces of state 
and municipal administrations, so as to secure the effi- 
ciency of autocracy under the flag of democracy? It is a 
difficult task, but one that is beautiful and inspiring, and 
when once our people grasp its full meaning, they will 
never let go until it is accomplished. 


” 


FRANCE ISSUES “ONE MONTH BONDS” 


“Bonds calling for 100, 500 and 1,000 francs will be 


It is learned through a Paris press dispatch that “one 
month bonds” for the national defense have just been cre- 
ated by the Ministry of Finance. This dispatch says: “A 
person investing in these bonds may collect interest on the 
first of each month at the rate of 3.69 per cent. a year. 
The bonds may be carried two or three months, in which 
event the investor would receive interest at the rate of 
4.20 per cent. for the second and third months, bringing 
the rate for the period of three months to 4 per cent. 


placed at the disposal of the public at once. The pur- 
chase price will be 99.70, 498.50 and 997 francs, respec- 
tively. 

“The innovation affords an opportunity for manufac- 
turers, traders and other persons unable to invest their 
capital for long periods to find remunerative and sure in- 
vestments, the state becoming their banker. The bonds 
will be placed on sale in every post-office.” 
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the Service’”’ 


From the 
General Offices 


American Bankers 
Association 


Lieut. Thomas B. Ensign Frederick C. 
Paton, Jr., Judge Ad- a Farnsworth, Officer in 
vocate, Company “F',” Charge of Submarine 
108th U. S. Infantry, Chaser Division of U.S. 
American Expedition- Gas Engine School, Co- 
ary Force. lumbia University. 


Capt. William C. G. 
Wahle, Coast Artillery 

Corps (N. G.) U. S. A. 
Ordnance Officer, Coast 

— Southern New 
ork. 


Private John J. Rooney, Battery “A,” 59th Regimental Supply Sergeant Julius K. M. 
U. S. Artillery, Coast Artillery Corps, Warbel, 59th U.S. Artillery, Coast Artillery 
American Expeditionary Force. Corps, American Expeditionary Force. 


The five young men pictured above represent the contribution of the A. B. A. General Offices to the cause of 
smashing the Hun. Incidentally, every one of the five is a volunteer. 

Captain Wahle was formerly in the Protective Department; Sergeant Waibel was in the Department of Public 
Relations; Private Rooney was in the cashier’s department;Ensign Farnsworth was a volunteer assistant at conventions 
of the A. B. A.; and Lieutenant Paton was formerly with General Counsel in the General Offices. Their associates 
are very proud of these boys. 
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States have given freely of their men, as well as 

their time and funds, in the service of the nation at 
war, the American Bankers Association has undertaken 
to compile an Honor Roll which will give the number of 
men who have left banking positions to go into the mili- 
tary or naval service, and also the names of all such 
men who have already sacrificed their lives for their 
country. To this end, a blank has been sent to every 
bank in the country, whether a member of the American 
Bankers Association or not, asking for the requisite in- 
formation. It is requested that monthly returns be made, 
not later than the fifteenth of each month, to General 
Secretary Fred. E. Farnsworth, and the additional sta- 
tistics will be published in each issue of the JOURNAL. 

It should be understood that the JOURNAL will not 
publish the names of those who have gone into the service, 
but only the names of those who have lost their lives. 
Only the number of men who have joined the army and 
navy will be reported. As this issue goes to press, 731 
banks in nineteen states report as having furnished 2,973 
men in the army, of whom 341 are commissioned officers; 
701 men in the navy, of whom 43 are commissioned officers. 
Ninety-six men have thus far died in the service. 

The names of those who have made the supreme sac- 
rifice, as ascertained by information already received, 
appear on this page, arranged alphabetically according 
to states. New names will be published each month from 
the reports which bankers are requested to make to the 
General Office. 

The General Office of the American Bankers Asso- 
ciation in New York has contributed five men to the 
united services. Their portraits appear on another page. 
In addition, there are sixteen men belonging to the imme- 
diate family of the office staff who have joined the army 
or navy. Their names and relationships follow: 


] N recognition of the fact that the banks of the United 


Farmers & Merchants Bank, Athens, Ala. 
Charles Williamson, Private. 
Milton Easter, Private. 

Henderson National Bank, Huntsville, Ala. 
Edward Coyle, Yeoman. 

First National Bank, Wetumpka, Ala. 
Julien W. Hohenberg, 2nd Lieut. 

First National Bank, El Centro, Cal. 
Thomas F. Cook, 2nd Lieutenant. 

First National Bank of Upland, Upland, Cal. 
Ian Malcolm McLaren, Private. 

Merchants National Bank, Norwich, Conn. 
Raymond B. Sherman, Sergeant. 
Harold W. Cranska, Private. 

East Hartford Trust Company, East Hartford, Conn. 
Wallace H. Brown. 


Atlantic National Bank of Jacksonville, Jacksonville, Fla. 


E. W. Parrish, Private. 

The Farmers National Bank, Springfield, Il. 
James Alfred Gillespie, Private. 

First National Bank, Millburn, N. J. 
Cedric E. Alley, Private. 


Honor Roll of American Bankers 


THE ROLL OF HONOR 


(Died in the Service of Their Country) 


Captain John B. Hinds, 104th Infantry, U. S. A,, 
Camp Devins, Ayre, Mass. 

Son-in-law, George E. Allen. 

Charles Earle Porter, Chief Quartermaster, U. S. S. 
Ohio, U. S. N. 

Brother, Jess. E. Porter. 

Private Joseph Ballweg, Co. “B,”’ 501st Engineers 
Corps, Service Battalion, American Expeditionary Force. 

Brother, Mary Ballweg. 

Charles F. Boekell, Sergeant-Major, C. A. C., Fort 
Monroe, Va. 

Fiancé, Florence C. Jackson. 

Lieutenant George J. Eltz, Jr., U. S. Radio Labor- 
atory, U. S. Naval Air Station, Norfolk, Va. 

Fiancé, Marie C. Doody. 

Lieutenant Russell Peterson, Royal Air Force. 

Brother, Beatrice R. Peterson. 

Mechanic Slex B. Luken, Co. “G,”’ 308th U. S. In- 
fantry, American Expeditionary Force. 

Brother, Eugene D. Luken. 

Private Harry L. Breden, Co. “B,” 62nd Engineers, 
Fort Benj. Harrison, Ind. 

Brother, Marie W. Breden. 

Private Stanley S. Bowman, Co. “A,” 15th Machine 
Gun Battalion, American Expeditionary Force. 

Brother, Lucile Bowman. 

Ensign Lawrence S. Harrison, U. S. N. R. F., Elec- 
trical School, Naval Operating Base, Hampton Roads, Va. 

Brother, Milton W. Harrison. 

Private Irvin Maier, Quartermaster Department, 
Camp Holabird, Baltimore, Md. 

Brother, Rose Maier. 

Clara Stieler, Red Cross Nurse, U. S. Navy Service. 

Sister, Florence Stieler. 

Private Sidney Del Mar, U. S. A., American Expedi- 
tionary Force. 

Private Hugo Del Mar, U. S. A., American Expedi- 
tionary Force. 

Corporal Frank Del Mar, U. S. A., American Expedi- 
tionary Force. 

Ensign Albert Del Mar, U. S. N. 

Four sons of Col. Alexander Del Mar. 


Columbia Trust Company, New York, N. Y. 
Capt. James Ely Miller. 

Marwick, Mitchell, Peat & Company, New York, N. Y. 
Lieut. G. D. McIntyre. 
Lieut. J. G. Sandilands. 

The National City Bank of New York, New York, N. Y. 
Douglas Thompson, Private. 


Union Canada, Winnipeg, Manitoba, Can. (head 
office) . 

F, J. Anderson, Lance Corporal. 
N. A. Astbury, Lieutenant. 
A. C. E. Ayres, Private. 

E. L. Bawtree, Private. 

} E. D. Belt, Lieutenant. 

. N. R. Berry, Private. 

R. P. Bissonnette, Hos. O. 

P, Blake, Private. 

G. W. Brooke, Private. 

John Bruce, Private. 

E. 2 Burke, Private. 

F. G. Carleton, Private. 

Carr, Private. 


L. Carter, Private. 
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. P. M. Chawner, 2nd Lieutenant 
J. Cowles, Private. 
Craighead, Private. 

. Davies, Private. 

Davis, Private. 

— Lieutenant. 

. Duff, Private. 

. Evans, Lieutenant. 
son, Private. 

ranklin, Sergeant. 

. Franks, Sergeant. 

. Gay, Private. 

. Gordon, Private. 

. Grigg, Private. 
Hames, Corporal. 
. Hammill, Private. 

| M. Holden, Private. 
. Horton, Gunner. 

. Hudson, Private. 

Hurrell, Private. 

. Jones, Private. 

elly, Private. 
. Lewis, Captain. 
Longhurst, Private. 
Lowe, Private. 

Marquis, Private. 
Martin, Private. 
Mead, 2nd Lieutenant. 

Morgan, Private. 
Mungall, Corporal. 
McBride, Private. 
cDill, Private. 

McDonald, Private. 
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OLD GOLD FOR 


The Office of the Director of the Mint authorizes the 
following: 

“To persons who have old gold or silver which they 
wish to convert into cash for war or other purposes, the 
Government offers an opportunity. Old gold and silver 
in quantities approximating $100 in value may be sent 
to the United States Assay Office in New York or to any 
one of the Government Assay Offices in Philadelphia, 
Denver or San Francisco. The senders will receive in 
return a check on the United States Treasury for the 
value of the material less the charges for fitting such 
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R. MackJost, Lieutenant. 
McMillan, O. R. Sergeant. 
. M. MacNair, Private. 
McNamee, Private. 
. Newcomb, Lieutenant. 

. Nicoll, Private. 
a Palmer, 2nd Lieutenant. 
. N. Payne, Lieutenant. 
. H. Peters, Lieutenant. 
Proven, Sergeant. 

N. Pugh, Private. 

G. Ross, Gunner. 
- Scarth, Private. 

V. Scott, Private. 
cott, Sergeant. 

. Simpson, Private. 

. Stewart, Private. 
"Stewart, Private. 
Taylor, Private. 
. C. Teasdall, Cadet. 
. E. Tobin, Private. 
. J. Trick, Private. 

. J. Tucker, Private. 
Waddell, Private. 
.B 
WwW 


P< 


Walker, Private. 
. Warde, Corporal. 


Warin, Private. 

White, Private. 

ilkinson, Private. 

ilson, Private. 

Private. 
Wyatt, Sub-Lieutenant. 

Yuill, Private. 


WAR PURPOSES 


material for coinage purposes. These charges are nominal. 
No institution under the Government in Washington re- 
ceives this material, as none has facilities for depositing 
or treating it. 

“To societies raising funds for war relief work, the 
suggestion is made that individual collections of old gold 
and silver be gathered together in some central depositary, 
and when the necessary amount has been obtained, that it 
be sent to the assay office in the one of the four cities men- 
tioned which is most conveniently situated for transporta- 
tion.” 


ASSOCIATION OF STATE BANKS 


The National Association of Supervisors of State 
Banks held its annual meeting in Hot Springs, Ark., 
late in May. During its sessions a resolution was passed 
by that body authorizing the organization of a National 
Association of State Banks and calling upon the state 
banks in the various states to appoint delegates to attend 
an organization meeting, to be held in St. Louis, Mo., on 
July 15 next. 

While this body of Bank Commissioners have not 
expressed any antagonism to the American Bankers Asso- 
ciation, the contemplated project is far-reaching. These 
are times when there should be the heartiest of co-opera- 
tion between existing bodies and there should be no 
division or separation of influences. 

The American Bankers Association is thoroughly 
organized and entirely capable of handling all questions 
of interest to the state banks and is especially well 
equipped at this time, through its various committees, to 


perform this service, the committees being closely in touch 
with legislative matters, etc., in Washington through the 
Association’s Federal Legislative Committee and Federal 
Legislative Council. 

This proposed movement no doubt contemplates the 
formation of a separate state organization in every state 
in the Union.. Such new state organizations will come 
into conflict and competition with the existing state or- 
ganizations which are now thoroughly equipped and ex- 
perienced to handle all matters of interest to state banks 
and bankers. 

The American Bankers Association has received many 
protests from its members and from officers of the vari- 
ous state associations, all emphatically expressing the 
opinion that these are times for co-ordination and not for 
the formation of new organizations, which would divide 
the working forces and power of associations now 
existing. 
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Savings Bank Investment in Acceptances 


Purchase of Bankers’ Acceptances by Savings 
Banks as Permitted by Amendment to the 
Banking Laws of the State of New York, 
Effective April 19, 1918. 


BY E. R. KENZEL 
Assistant Cashier Federal Reserve Bank of New York 


T's amended law, as I understand it, permits sav- 
ings banks to invest in bankers’ acceptances within 
certain limitations, as follows: 

(a) Those accepted by national banks located in 
the state of New York, or by state banks or trust com- 
panies incorporated under the laws of the state of 
New York, whose principal place of business is within 
the state of New York; and 

(b) Of the kind and maturities eligible for re- 
discount by Federal reserve banks. 

(c) Aggregate purchases of acceptances added 
to total cash on hand or in banks (“available fund’) 
may not exceed 20 per cent. of assets. 

(d) The aggregate amount of liability of any 
bank or trust company to any savings bank for ac- 
ceptances held by such savings bank and deposits 
made with it shall not exceed 25 per cent. of the 
paid-up capital and surplus of such bank or trust 
company. 

(e) Not more than 5 per cent. of the aggregate 
amount credited to the depositors of any savings bank 
shall be invested in the acceptances of or deposited 
with a bank or trust company of which a trustee is 
a director. 


Bankers acceptances eligible for rediscount by Fed- 
eral reserve banks are those which have a maturity at 
the time of discount of not more than three months’ sight, 
exclusive of days of grace, which have been drawn under 
a credit opened for the purpose of conducting or settling 
accounts resulting from a transaction or transactions in- 
volving: 

(1) The shipment of goods between the United 
States and any foreign country, or between the United 
States and any of its dependencies or insular pos- 
sessions, or between foreign countries, or 

(2) The domestic shipment of goods, provided 
shipping documents are attached at the time of ac- 
ceptance, or 

(3) The storage within the United States of 
readily marketable staples, provided the acceptor of 
the bill is secured by warehouse, terminal, or other 
such document conveying or securing title covering 
the same, 

or which are drawn by a bank or bankers in a foreign 
country, or dependency or insular possession of the United 
States, for the purpose of furnishing dollar exchange. 
In this latter case, the bank or banker drawing the bill 
must be in a country, dependency or possession, whose 
usages of trade have been determined by the Federal Re- 
serve Board to require the drawing of bills of this char- 
acter. 

The Federal reserve bank must be satisfied, either by 
reference to the acceptance itself, or otherwise, that it is 


eligible for rediscount. Such evidence may consist of a 
stamp or certificate affixed by the acceptor in form satis- 
factory to the Federal reserve bank, but, as the law per- 
mitting national banks to accept limits them in their 
accepting to bills arising in transactions which make them 
eligible for rediscount by Federal reserve banks when 
they ¢ome within three months of maturity, exclusive of 
days of grace, no evidence of eligibility is required with 
respect to bills accepted by national banks. 

The stamps or certificates in general use for identify- 
ing “eligible” acceptances of state benks and trust com- 
panies are as follows: 

For Import or Export. This acceptance arises out 

of a transaction involving the importation or 
exportation of goods. 


_ (Name of Acceptor) 


For Domestic Shipments. At time of acceptance 
this bill was accompanied by shipping docu- 
ments evidencing the domestic shipment of 
goods against which it was drawn. 


(Name of Acceptor) 


For Goods in Warehouse. At time of acceptance 
this bill was secured by documents, conveying 
or securing title, covering readily marketable 
staples stored in the United States. 


and ordinarily take the form of a rubber stamped imprint 
on the face of the bill. 


It will be seen, therefore, that the acceptances eligible 
for purchase by savings banks are: 

(a) Those which are directly connected with un- 
derlying transactions involving the shipment or stor- 
age of goods, or 

(b) Given in settlement of accounts resulting 
from import, export, or domestic transactions in goods. 


The regulations of the Federal Reserve Board define 
a banker’s acceptance as a bill of exchange, the acceptor 
of which is a bank or trust company, or a firm, person, 
company or corporation engaged in the business of grant- 
ing banker’s acceptance credits; and a bill of exchange 
as an unconditional order in writing addressed by one 
person to another signed by the person giving it, requir- 
ing the person to whom it is addressed to pay, in the 
United States, at a fixed or determinable future time a 
sum certain in dollars to the order of a specified person. 

In effect a person drawing and issuing a time bill 
of exchange certifies to the payee and subsequent holders 
for value that the bank to whom the bill is addressed will 
accept it in all of its terms and pay the certain sum of 
money indicated to the proper holder at maturity, and 
assumes responsibility for the bank’s performance as 
stated. Each indorser assumes indorser’s liability for ecg 
prompt payment of the bill at maturity. 

Whereas, upon the issuance of the bill, it is the pri- 
mary obligation of the drawer, when it has been accepted 
by the drawee bank, the primary obligation for payment 
is assumed by the bank. This obligation is absolute and 
unconditional, and may be likened to the obligation of a 
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bank to pay its customer’s check which it has certified, or 
to pay at maturity a time certificate of deposit which it 
has issued. This, irrespective of the fact that underlying 
each acceptance there is a commercial transaction, the 
completion of which will, in the ordinary course of busi- 
ness, provide the funds to liquidate the instrument. 

As a credit instrument, it excels either the certified 
check or a certificate of deposit for the reason that in 
addition to the liability of the accepting bank, there is the 
added strength of the drawer and of the indorsers. 

The benefits to be derived from the investment .by 
savings banks in bankers’ acceptances may be considered 
separately as: 


First: The individual benefits to the investing bank, 
and 
Seconp: The national benefit from such investment. 


Among the first class, or individual benefits, may be con- 
sidered: 


(a) The advantage of holding short-term paper 
of the highest character such as is re- 
garded the world over as the ideal second- 
ary reserve for any bank or banker. 

(b) The income yield from such investments, bet- 
ter than the return from idle balances 
with depositaries. 

(c) The advantage of selecting maturities to suit 
probable needs. 

(d) The always liquid character of the paper 
through quick sales in the open market. 


The national benefit is the assistance to commerce, 
both foreign and domestic, that will result from a broad- 


ened open market in bankers’ acceptances. 

In this connection, it may not be amiss to consider the 
normal status of the sterling bill of exchange, which has 
long been recognized as the currency of international com- 
merce and finance. The normal supremacy of the sterling 
bill depended largely on two essentials, first, the wide dis- 
tribution of British trade, both import and export, both 
settled for in sterling, so that over all the world there 
were people who had payments to make or receive in 
England, and, second, the open discount market in London 
where bills could be readily discounted at stable rates. 
These factors combined to make a safe market for ex- 
change on London in every foreign country, the elements 
being merchants who needed sterling to remit in payment 
for goods bought from England, merchants who wished to 
realize in the currency of their own country for goods sold 
in England, and the bankers who bought and sold ex- 
change; this in addition to the large credits England ex- 
tended for financing transactions between foreign coun- 
tries. 

Since the enactment of the Federal Reserve Act, which 
permitted a national bank to accept time bills of exchange, 
the dollar bill has gained recognition in the markets of 
the world; but under modern conditions, no country can 
aspire successfully to a permanent position in world trade 
and finance that does not provide a broad discount market 
where merchants and bankers can discount promptly and 
at reasonably stable rates, the obligations created in world 
trade. We have an open market in this country, not so 
large or so broad as we would wish, but a good beginning. 
It is composed of the buyers and sellers of bankers accept- 
ances and prime merchants’ bills of exchange and responsi- 
ble houses that specialize in dealing in these classes of 
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paper. Whereas in normal times it was estimated that 
in London there were from $1,500,000,000 to $2,000,000,- 
000 of bills revolving and circulating in the open market, 
we have now about $500,000,000 of eligible bills created 
and outstanding. Of this, about $250,000,000 have been 
accepted by national banks, state banks and trust com- 
panies located’ and doing business in New York, about 
$200,000,000 of which are outstanding. It will, therefore, 
be seen that with the purchasing ability of savings banks 
under the amended law, roughly 20 per cent. of $2,000,- 
000,000 of deposits, or $400,000,000, the general adoption 
of a policy to purchase and carry even moderate lines of 
bankers acceptances would add relatively enormous 
breadth and stability to our developing open market. 

The tremendous impetus our commerce, both foreign 
and domestic, has received from changed world conditions, 
the burden and duty to ourselves and our Allies that we 
have assumed to produce and furnish manufactures and 
commodities in increasing quantities, and proper and ade- 
quate preparation for maintaining our new world position 
after the war, all require that we should prepare and 
adjust our financial machinery to meet, adequately, the 
new and enlarged conditions. 

Under the provisions of the Federal Reserve Act, the 
Federal reserve banks, in addition to discounting for mem- 
ber banks eligible bankers’ acceptances and other com- 
mercial paper, may purchase in the open market, with 
or without the indorsement of a member bank, bankers’ 
acceptances of the kind and maturities eligible for dis- 
count. The normal function of a Federal reserve bank, 
it being a bank of rediscount rather than a bank of dis- 
count, is not to purchase directly in the open market the 
long bills, but, rather, from time to time, as occasion shall 
determine, to purchase bills approaching maturity. In its 
open-market operations, the Federal Reserve Bank of New 
York has been influenced largely by its desire to assist in 
the development and extension of a broad open market, 
and, by its purchases, to act as a stabilizer of the open 
market rather than to compete for bills with other in- 
vestors. To this end it has, ordinarily, maintained its 
purchasing rates at or slightly above the rates at which 
bills sold in the open market, but it has emphasized its 
preference for bills approaching maturity and for bills 
which have been purchased, held and indorsed by other 
institutions, by purchasing such bills at preferential rates 
under the market for the longer and unindorsed paper. 
By this means, the open discount market has been assisted 
and stabilized, but the dependence of dealers upon call or 
short-time borrowed money with which to carry ‘their 
portfolios of bills, pending resale, has proved a serious 
handicap at times when call money rates have advanced 
suddenly. At such times open-market sales have, naturally 
and necessarily, been restricted. Savings banks, with their 
peculiar independence of the call money market, and with 
large and stable stocks of investment funds are, there- 
fore, in a particularly favored position to render assist- 
ance, breadth and strength to the open discount market 
and becomes very important factors in its development, 
which is a national necessity particularly at this time. 

Through their purchases of bankers’ acceptances, 
therefore, savings banks will relate themselves closely to 
an epoch-making development in our national financial 
structure, with direct advantage to themselves. The bene- 
fits to be gained from a generous investment of resources 
in short-time liquid paper of the highest class, immedi- 
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ately convertible into cash through sale in the open market 
or to Federal reserve banks can scarcely be overstated, 
comprising, as they do, not only increased income return, 
but security, strength and liquidity, increasing in propor- 
tion to the volume of such paper held. 


Note: An amendment to the Massachusetts savings bank len. 
rative “May 15, permits investment in bankers’ acceptan 
i law is similar to the New York law, except that the limitation 
of deposits and income, whereas the New York law 
of 20 per cent. of assets less available fund. 
The Januar A 1915, session of the Connecticut legislature 
amended: the sa bank law to permit enyings banks to invest 
not exceeding 3 per cent. of deposits and surplus in bankers’ accept- 
ances. 
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The Federal Reserve Bank of New York will be glad 
to furnish copies of the Federal Reserve Board’s regula- 
tions as to eligibility, upon request, and to assist in the 
solving of any technical questions or difficulities that may 
arise. 


The California banking law limits savings banks to 5 per porare 
in bankers’ acceptances. 


pe: 
by Pe rchase and sale of sight or time drafts an 
able out of the state, but no such draft and aoe ceed 
10,000, nor have to exceed 120 days to run from the time of the 
purchase thereof.” M.W.H. 


Books for the Banker 


INDUSTRY AND FINANCE 
Edited by Adam W. Kirkaldy, M. A. 


Te section of economic science and statistics of the 
British Association has been doing very valuable 
work in the way of making inquiries into industry 
and finance in Great Britain as affected by the war; and 
the results of the investigations of each year have been 
embodied in three volumes, the period covered so far being 
three years, commencing from August, 1914. Each volume 
gives the salient developments of the year, at the same time 
giving suggestions as to war expedients and reconstruction. 
The most recent volume before us, edited by Professor 
Kirkaldy, has a number of important papers on the sub- 
ject of the replacement of men by women during the 
war. It is very interesting to note that employers of ex- 
perience speak very favorably of the work which the 
women are accomplishing. There is no doubt that Great 
Britain and the Allies will owe a great deal to the British 
women who have so courageously stepped into the breach 
caused by the men being sent to the field. The future of 
woman in industry is a problem which is likely to need 
very careful handling. But the most important and in- 
teresting part of the book is that relating to the effects of 
war on credit, currency and finance. The subjects dis- 
cussed include foreign trade, banking position, govern- 
ment revenue and expenditure, the various kinds of in- 
debtedness, foreign exchange and its future, the British 
Trade Bank Corporation, and last but not least, taxation 
and borrowing. The subjects are clearly and succinctly 
treated by Professor Scott, Messrs. Allen, Gibson, Spauld- 
ing and Halliday. An interesting feature of the book is 
that it is far from dogmatic, and gives a fund of in- 
formation, which is not to be had in any other volume of 
this size. The volume is published by Sir Isaac Pitman 
and Sons, Ltd., London, and sold here at Brentano’s. The 
price is 4s. 6d. net. 


Financing Public Service Corporations 


“The Financing of Public Service Corporations,” by 
Milton B. Ignatius, of the New York Bar, is a timely con- 
tribution, not that the book deals with the problem of costs 
and income which now besets public utility corporations, 
but it does cover the fundamentals in regard to their or- 
ganization and financing and therefore gives to the subject 
the indispensable authoritative treatment necessary to the 
study and solution of the present vexatious question. 

The work and policies of public service commissions 
is dealt with by Mr. Ignatius from the inception of those 


regulatory organizations. The author was himself statis- 
tician and accountant for the Public Service Commissions 
of New York and later Assistant to General Valuation 
Counsel of the New York Central. Observation and legal 
study in his case were broadened by long experience in the 
practical work of regulation with the pioneer public service 
commission. He has not, however, confined himself to 
the work of that commission. His quotations have been 
chosen with care to avoid all peculiarities of state and 
local or limited jurisdiction, and adequate reference is 
made to the viewpoint of other commissions and to dif- 
ferences in matters of jurisdiction, so that the value of 
the bank as a general work is not: limited. 

Technicalities have been avoided in the elucidation of 
the subject, and in doing this discussion of complicated 
problems has been avoided and elementary principles have, 
at times, been dwelt on. The reader will therefore find a 
secure foundation from which to study new cases and new 
applications of the principles. The book is published by 
The Ronald Press Company, New York. 


American Railway Accounting 


“American Railway Accounting” is classed as “a 
commentary” by its author, Henry C. Adams, professor 
of political economy and finance in the University of 
Michigan. From 1887 to 1911 Professor Adams was in 
charge of the statistical and accounting work of the Inter- 
state Commerce Commission and was a participant in the 
long study and patient investigation out of which Ameri- 
can railway accounting emerged as a standardized system. 

While the book is primarily intended for the use of 
accountants, it goes far beyond that field. The author 
mentions as one class to which he hopes the work will 
appeal as “that large body of men, mostly young men, who 
are coming to see in the truthful keeping of records a 
solvent for current industrial problems. * * * Ac- 
counting, at last analysis, is the determination of relative 
equities; and, consequently, it is an instrument by which 
the aspirations of peace-loving democracies may be real- 
ized. ” 

It may seem a far cry from the figures of “construc- 
tion costs before operation” or the “classification of opera- 
ting revenues and operating expenses” to the “aspirations 
of peace-loving democracies,” but it is obviously true that 
the solution of industrial problems depends on an accurate 
recording of industrial activities. So Prof. Adams is 
probably correct. (American Railway Accounting,” by 
Henry C. Adams. Publishers, Henry Holt & Co., New 
York. $3 net.) 


Will Gold Currencies Be Discarded ? 


BY ARTHUR SELWYN-BROWN 


HALL the world discount gold? 

S This “precious” metal, which has been regarded 
as the everlasting basis for currency and exchange 

by most nations of the world may be abandoned, or be- 

come of much less importance as a result of the great war 

now in progress. 

A financial authority who a decade ago would have 
had the temerity to predict the possible passing of gold as 
the basis of currency would have been regarded with 
deep suspicion with reference to his sanity. Today, such 
a thought is in the minds of many financiers. 

The war has taught us many extremely valuable 
lessons. Perhaps not the least of these is the part which 
gold really has played as a currency basis. Its part has 
been purely psychological. But now that banking prac- 
tices have become so highly developed, it has been shown 
that large gold reserves are no longer as necessary as 
they were formerly. It may be some years before any 
strong movement is undertaken to diminish gold reserves 
and substitute another basis for commercial credits. But 
it is well that financial authorities have realized the fact 
that by substituting commodity documents for gold as a 
credit basis, important banking and commercial economies 
can be obtained. 

The fact is that gold could be entirely abolished as 
a currency basis tomorrow without causing the slightest 
financial embarrassment. It could be supplanted by a 
credit medium that would serve every purpose in world 
finance. Furthermore, there are many causes in opera- 
tion which may result in the general discarding of gold. 

American banks are at the present time holding enor- 
mous quantities of gold. The abundance came here in 
payment for the tremendous war purchases of the various 
European nations during the early years of the war. 
When European commodities failed to balance our exports, 
Europe tried to settle the adverse balances in America by 
‘sending stock exchange securities. When those were ex- 
hausted, shipments of gold were made. This gold move- 
ment was the most gigantic in the world’s history. It 
stopped when America entered the war, because our gov- 
ernment undertook to extend credits to its Allies. 

The surplus gold, or that which is not used as a 
basis for note issues, is earning nothing and serving no 
useful purpose. Gold, except for limited uses in orna- 
mentation, and a few of the arts, is practically valueless 
for everyday use. It cannot be eaten, worn or otherwise 
utilized. If we had every speck of this yellow metal in 
the world accumulated in the United States, we would be no 
richer. What human beings require are food, clothing and 
shelter. They want potatoes and porridge, steel and 
sugar, carpets and corn, or, in other words, all the ma- 
terial things that are made out of raw materials which 
the earth holds, and which are shaped into useful forms 
by human hands. If one nation should send every manu- 
factured and useful commodity it had to another, and 
receive in return and exchange all the gold in the world, 
which nation would be the richer? 

It is only because gold has been rare, its production 
more or less constant, and because it has been valued (as 
diamonds have been valued) for its beauty that men have 
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made it the basis of a circulating medium—a yard stick 
to measure the values of intrinsically useful things. 

Is gold really useful for that purpose? We think 
of gold as “money,” but 99 per cent. of the people in any 
country go through life without ever possessing or using 
a real gold coin. Much of the world’s gold is stored away 
underground in vaults in the form of bullion. It is 
mainly used as a basis of note issues. But if every holder 
of a treasury gold note, in ordinary times, were to apply 
to the treasury on any specified date, and demand gold, 
there would not be enough to go around. The “gold re- 
serve” of the new Federal reserve system is now only 
required to be 40 per cent. of the amount of notes out- 
standing. And yet this currency is perfectly sound. Why? 
Because of the government’s high credit rating, and be- 
cause we are using other things as part of the currency 
basis. 

We are so used to the gold currency basis that we 
overlook the fact that before 1850, silver performed that 
function everywhere, except in the British Empire. Be- 
fore silver, iron, copper, tin, lead and other metals and 
commodities served as common exchange media. 

Gold was chosen to supersede silver when the world’s 
commerce met with such great expansion in the middle of 
the last century. It was chosen because of its universal 
popularity and steady value. 

British bankers now recognize that it is unprofitable 
to hoard gold. It is far less necessary for bankers to 
keep on their premises than formerly. In recent years, 
therefore, there has been a strong tendency among them 
to get rid of gold. They have so perfected their credit 
facilities and credit instruments that the gold resting in 
their vaults serves no important or useful purpose. So 
just before America entered the war, when much British 
gold had been sent to the United States to settle an ad- 
verse trade balance, English bankers felt as though they 
had rid themselves of an incubus. For over a year that 
gold has been resting in American banks, serving no use- 
ful purpose, but entailing expense. The Federal reserve 
banks at present hold nearly $2,000,000,000 worth of this 
idle gold, which is in excess of the amount needed to sus- 
tain note circulation. This inactive gold is eating its 
head off in insurance, handling and caretaking charges and 
space requirements. When the war ends, our bankers will 
have a difficult problem in finding means for getting rid 
of the surplus gold they will find on hand serving no im- 
portant purpose. 

It was universally declared, when the war started in 
1914, that it could not last long; because there would not 
be enough money, and gold, to sustain it. But we are now 
in the fourth year, and we find that it is goods, and not 
gold, for which there is a universal demand. There is 
plenty of gold and plenty of money everywhere, but there 
is also a universal shortage of goods. It is credit based 
on goods that finances wars, not gold or money. So long 
as our fields, mines and factories can produce supplies, 
munitions and foodstuffs, we can keep up the war. There 
never was a clearer illustration of the fact that commer- 
cial credits are more important than gold reserves in times 
of international crises than can be seen today. It is clear 
to everyone that gold is not so necessary as it formerly 
was as a basis of credit, or to sustain our money. Its 
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loss of usefulness is not due to excessive production, or 
cheapening, but it is simply being displaced by new credit 
instruments. 

When the war began in August, 1914, there was great 
excitement in London, which disturbed confidence and em- 
barrassed bankers; but the directors of the Bank of Eng- 
land rose to the occasion, and informed the discount houses 
that they would be supported. When it became known that 
there would be a firm market for commercial paper, con-* 
fidence was restored. 

A few days later the government announced that it 
would guarantee the bank against future discounting 
losses. This announcement greatly strengthened confi- 
dence in England’s financial strength. The subsequent 
history of Great Britain’s war finance methods shows 
that they have been most efficient. England, of all the 
European belligerents, is the only one to maintain a gold 
standard. And it is the only warring country to change 
from a condition of normal peace finance to a state of 
normal war finance without serious commercial and finan- 
cial losses. British experience has demonstrated the fact 
that money plays only a secondary réle in a nation’s pros- 
perity. The primary factor is the quantity of goods it 
actually possesses at any given time which can satisfy all 
national needs. 


The same is true of foreign commerce. A medium 


of exchange is not as necessary as ships with full cargoes 
in movement from port to port to support a prosperous 
foreign trade. : 

The source of England’s wonderful financial strength 
during the war was a quick realization of the fact that 
credit is based upon goods in being and not on money and 


media of exchange. Checks, commercial paper, money and 
other exchange instruments are merely devices for facil- 
itating local detailed movements of goods and titles to 
goods. 

Credit is simply the control over goods. The prin- 
cipal factor in finance, national as well as personal, is 
simply the establishment of credit. 

Throughout the war, the British Government has sus- 
tained its credit completely. The result is that it has no 
trouble in financing its war needs and carrying on its 
world’s commerce. 

All credits are based ultimately upon goods existing, 
or which may reasonably be expected to be produced 
shortly. But, of course,: credit is always measured in 
money. When a merchant obtains a definite amount of 
credit at a bank, it is defined as a credit of so many 
thousand dollars, and he can draw checks against that 
credit for smaller numbers of dollars than the total 
credit. But it is not necessary for the bank to pay out 
actual money in all cases where credit is given. Most 
of the credit transfers are made by negotiable instruments 
and book accounts. Actual money plays a very insignifi- 
cant part, and is used chiefly for settling trivial expense 
balances and domestic expenditures. It could, in advanced 
communities, be dispensed with. 

Countries with the greatest credit and greatest wealth 
are those which possess the greatest quantities of goods, 
or the means for producing goods. Russia is one of the 
greatest countries with respect to area and population. 
She is much superior to Great Britain in those respects. 
But her credit is not comparable with that of Great 
Britain, because Great Britain possesses more useful goods 
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and has a far greater manufacturing, producing, market- 
ing and transporting capacity than Russia has. It is for 
these causes that the foreign and internal trade statistics 
are such valuable indices of national prosperity, progress 
and credit. 

When England undertook to finance her Allies’ war 
needs, as well as her own, and placed immense orders for 
foodstuffs and manufactured goods in America, she com- 
mitted herself to a great indebtedness, which caused a 
large adverse balance of trade in favor of America. At 
first this balance was met by bond shipments. Then it was 
foreseen that there would not be enough bonds to continue 
meeting the requirements of the increasing commerce. 
The experiment of shipping gold was then resorted to. 
But the supply of gold was limited like that of bonds. 
Then it was clearly realized that money and exchange 
media are not essential in commerce. If they were, an 
enormous amount of money would be needed—many times 
the amount actually existing. Money and exchange are 
only useful in settling demand obligations. The bulk of 
credit transactions can only be settled by new credit trans- 
actions. Credit never depends on money, which is merely 
a useful expedient in settling small balances. All trading 
is ultimately based on the production, movement, market- 
ing and consumption of goods. The generally accepted idea 
that commerce is dependent upon money and not goods 
arises from the fact that credit is measured in terms of 
money. There never was enough money in the world to 
settle business transactions. 

Whenever there is a financial crisis, or a state of 
commercial depression in any given country, it is due to 
impaired credit and not to lack of money. When the panic 
occurred in America in 1907, there was as much money in 
the country as there was in 1906 and 1908. The trouble 
was caused entirely by the impairment of credit. And this 
afterwards caused a loss in production. 

In times of crises only credit is destroyed. The ma- 
chinery of credit continues uninjured and ready to func- 
tion as soon as confidence is restored. 

It may, therefore, be seen that money is only needed 
for subsidiary commercial operations, and as credit de- 
velops, smaller and smaller quantities of money are called 
for. A time may come when there will be no money. All 
balances and trade transactions will be satisfactorily 
settled by improved credit methods. 

The war has shown that gold movements can be 
stopped without adversely affecting international trade. 
In other words, the present world-wide embargoes on the 
precious metals have not hindered commerce. That indi- 
cates gold is not necessary in international trade. 

America, like Great Britain, can get along without 
gold. Exchanges, instead of being settled in gold, can be 
settled by credit. That is how we are settling balances 
with our European Allies and with India, Japan and Aus- 
tralia. These countries require enormous quantities of 
goods from us. We are shipping them and taking their 
promises to pay instead of calling for cash payments in 
gold. When the war is over we will want certain goods 
from them which they will send on credit. In this way 
many of the credits will balance and may be eliminated. 
Eventually we will get goods in return for all the goods 
we are now selling on credit. 

When nations are as advanced as America, Great 
Britain and France, all their trade balances can be settled 
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by credit instruments. Indeed, international commerce is 
now so much interrelated that it is a simple matter to 
handle all trade balances on a credit basis. 

Credit instruments—promises to pay, based upon 
actual goods, or commodities—can form the basis of a 
national currency as well as of exchange settlements. 

An excellent substitute for gold as a monetary factor 
can be supplied by commercial paper based upon from 
twelve to one hundred of the commonest and most uni- 
versally necessary articles of commerce, like wheat, corn, 
flour, soap, oil, metals, etc. This would be a far more 
stable and economical medium than gold. 

When such a currency basis is adopted, prices will 
continue to be quoted in dollars and cents and, for gen- 
eral convenience, the subsidiary coins would continue in 
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service. There would be no more changes in these respects 
than were noticed when gold displaced silver. 

War conditions have taught us many lessons. Per- 
haps not the least important one is that gold is not now 
necessary as a monetary basis, and that today a broader, 
safer, handier and more economical basis of exchange and 
currency could be developed by using a group of the most 
important commodities somewhat in the manner that com- 


*mercial acceptances are used. The manner in which this 


could be done is clear to everyone having an insight into 
currency requirements. 

In the near future, therefore, it appears probable that 
the leading nations may discard gold as a monetary and 
exchange basis, just as they formerly discarded silver and 
other metals and substances employed for currency. 


WHY SAVINGS BANKS DO NOT JOIN THE RESERVE SYSTEM 


In an address on the question of “California State 
Banks Entering the Federal Reserve System,” Joseph F. 
Sartori, of Los Angeles, considered the requirements of 
the state law in reference to the Federal reserve system 
and lucidly demonstrated why only three California state 
banks have so far become members. After quoting from 
a letter by Paul M. Warburg in which it was said: 
“As a matter of fact, the savings banks, without assets 
of a particularly liquid character, would be more of an 
onus than a bonus,” Mr. Sartori says that Mr. Warburg’s 
remarks clearly indicate “that the Federal reserve system 
is at present entirely a commercial banking system, in 
no way constructed or designed for savings bank member- 
ship—whether mutual or capital stock—whenever or 
wherever such savings banks are not permitted by their 
state laws to receive commercial deposits or invest in 
acceptances and liquid commercial paper, with the prac- 
tical right to rediscount in sufficient quantity to justify 
membership.” 

Mr. Sartori goes on to show that in California about 
three-fourths of all the deposits in the state banks are 
savings, and it is safe to say that more than eight-tenths 
of all the deposits in state banks are in savings and de- 
partmental banks. The figures are as follows: 

Savings $642,939 ,362 

Commercial 236,316,048 


$879,255,410 


The total reserves carried against these deposits are 
$188,058,644, or about 15% per cent. 

Mr. Sartori makes this conclusion: “As the large 
preponderance of the California state banking business is 
savings, and as the reserve system is so far admittedly 
designed for commercial banking only, a good reason 
exists why the savings and departmental banks of Cali- 
fornia are reluctant about uniting with the reserve sys- 
tem without suitable state legislation.” 

As the requirements of the Federal reserve system 
are for 7 per cent., 10 per cent. and 13 per cent., on de- 
mand, and 3 per cent. on time deposits, and the California 
state bank reserve requirements are 18 per cent., 15 per 
cent. and 12 per cent., according to the size of the city 
or town in which the banks are located, there is a varia- 
tion which must be taken account of. The California. law 
also requires that one-third of total reserves must be kept 


on hand in gold, gold certificates or U. S. notes, one-sixth 
in similar money or other forms of currency, and the bal- 
ance may be maintained on deposit in prescribed banks or 
Federal reserve banks. The reserves for savings banks ~ 
or savings departments are 5 per cent., of which 1% per 
cent. must be gold, gold certificates or U. S. notes, 1% per 
cent. must be kept in other forms of currency, and 2% 
per cent. may be kept on deposit with other banks, includ- 
ing reserve banks. In February the California state banks 
had in gold $30,488,185. Deducting from this amount the 
total of all the gold on hand in the state banks, there was 
a balance of surplus gold on hand in February of 
$13,022,779. 

This calculation shows that the state banks on that 
date could have deposited with the reserve bank from 
twelve to thirteen million dollars of gold coin or could 
have exchanged it for reserve notes. 

“Without question,” says Mr. Sartori, “all this excess 
gold, except perhaps a little margin for emergency pur- 
poses, should be sent to the reserve bank. Each bank will 
thus contribute its possible quota to the strength of the 
Federal reserve system. 

“The conclusion is that California banks, if now mem- 
bers, could add no more to the reserve system than this 
excess gold, and state legislation is absolutely necessary 
to enable them to transfer any part of the $17,415,406 
needed to meet the reserve requirements of the state. * * * 

“These dual and unequal reserve requirements present 
another and valid reason why our state banks are reluct- 
ant about entering the system wtihout legislation to re- 
move these inequalities. This state legislation should 
require a reserve for state member banks similar to those 
provided for national banks by the reserve act. 

“A prime and essential purpose of the Federal reserve 
system is to afford means of rediscounting commercial 
paper. Without a legal right to invest savings deposits 
in such paper to a reasonable amount as compared with 
deposit liabilities, and the unqualified privilege of redis- 
counting the same with the Federal reserve bank on an 
equality with national bank members, and without reduced 
gold reserve requirements, membership on the part of 
California savings banks would be of little value to them- 
selves and of no value to the reserve system, except as to 
the surplus gold which can now be contributed to the 
reserve bank without membership.” 
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Grist from the News: Mill 


HE Asia Banking Corporation has been formed un- 
der the laws of the state of New York to engage 
in international and foreign banking in China, in 
the dependencies and insular possessions of the United 
States, and ultimately in Siberia. The capital, fully sub- 
scribed, is $2,000,000 and surplus $500,000. The ‘head 
office will be in New York, and branches will probably be 
established in San Francisco, Shanghai, Hankow, Peking, 
Tientsin, Harbin and Vladivostock. A number of New 
York and other banks interested in foreign trade are 
among the stockholders in the new company. 


has developed within the last few months between 

the Argentine Republic and South Africa, accord- 
ing to an Associated Press correspondent. The writer 
adds that this development is all the more striking since 
the trade between the two countries a year ago was 
scarcely worth mentioning. The present business is the 
result of the visit of a trade commissioner from South 
Africa to Buenos Aires, inspired by the establishment of 
a direct line of Japanese steamships between Yokohama 
and Buenos Aires, calling at Cape Town. South Africa 
is now importing such things as steel rails and accessories, 
shoes, bonemeal, leather, linseed oil, canned meats, chem- 
ical products, wheat and Argentine hardwood railroad 
ties. Argentina in turn is taking ostrich feathers, wines, 
coal, etc. 


tas devetpe intercourse to an astonishing degree 


HE largest sales for any of the 5,000 War Savings 

societies in the state of Ohio during the month of 

May was reported by the Fifth-Third War Savings 
Society of Cincinnati, organized by the employes of the 
Fifth-Third National Bank. 


it is a criminal offense under the Defense of the 


B: the terms of an Order in Council, recently issued, 
Realm Act to hoard silver in Ireland. 


ETIREMENT of silver certificates coincident with 
R the melting of the bullion which it represents is 

progressing in a satisfactory manner, according to 
the announcement of the Federal Reserve Board in its June 
Bulletin. To make good any deficiency that may arise 
from the retirement of the one dollar and two dollar 
certificates, the Board has had designs prepared and 
plates made for Federal reserve bank notes of those denom- 
inations—the one-dollar notes to the amount of $200,- 
000,000 and the two-dollar notes to the amount of $50,- 
000,000. These notes have been allotted to the Federal 
reserve banks on a pro rata basis previously determined 
with respect to the printing of notes of the five-dollar 
denomination. 


IGURES compiled from the statements of condition 
F submitted by the national banks on May 10, the 
date of the last call, show that their total resources 
on that date were $18,249,000,000, an increase of $2,1065,- 


000,000 since May 1, 1917, and of $234,000,000 since March 
4 this year. Deposits are $14,385,000,000, a drop of 
$53,000,000 since March 4 but an increase of $1,309,000,000 
since May 1, 1917. Loans and discounts are $9,260,000,000. 


HE Treasury Department has notified all banks 

throughout the country of its financial program 

for the next four months. The plans contemplate 
the issuance of approximately $6,000,000,000 of certifi- 
cates of indebtedness in blocks of $750,000,000 every two 
weeks from now until November. The first issue is dated 
June 25 and matures October 25, with interest at 4% 
per cent. It is also contemplated that “at a convenient 
and favorable period during the summer an offering will 
be made to the general public directly, and through the 
banks, of an amount yet to be determined, perhaps 
$2,000,000,000 of certificates of suitable maturities for 
use by taxpayers in paying next year’s. taxes, viz., taxes 
payable June, 1919, levied under existing and pending 
legislation. To the extent that certificates of that char- 
acter are sold, substantially an equivalent reduction in the 
amount of the regular fortnightly sale of certificates 
issued in anticipation of the next Liberty Loan will be 
effected.” 


abandoned the service charge against member 

banks of one cent per item on all out of town 
checks turned in for collection which can be handled at 
par. The other Federal reserve banks, it is understood, 
are to follow suit. 


6 an Federal Reserve Bank of New York on June 15 


Farming Corporation, has been organized in New 
York to raise wheat on 200,000 acres of land in 
Montana and Wyoming. Among the directors are J. P. 
Morgan, Charles H. Sabin, James A. Stillman, Charles A. 


A $2,000,000 company, to be known as the Montana 


Norton, Maxwell Upson and Francis H. Sisson. The 
object of directing a farming enterprise from Wall Street 
is to apply to the tilling of the soil the same successful 
methods of organization and concentration that are used 
by “big business” in industrial enterprises. 


that more than $60,000,000 in farm loan bonds have 

been sold since the new drive started May 23. 
This is deemed sufficient for present needs and the sale 
will be suspended for the present. 


Tie Federal Farm Loan Board announced, June 5, 


LL property within the German Empire owned by 
A Americans is being seized and sold as rapidly as 
possible, A. Mitchell Palmer, Alien Property Cus- 
todian, reported to the House Interstate Commerce Com- 
mittee. Mr. Palmer appealed to the committee for more 
power to facilitate bringing German-owned property 
here to light. He said that in Cook County, Ill., alone 
there are 3,000 German estates, of which he has definite 
information concerning only 100. 
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Third Liberty Loan campaign amounted to more 

than 150 per cent. of their quota, according to an 
announcement by the New York agency of the Philippine 
National Bank. In the three loans the people of the 
islands took $8,675,000 of bonds and there were also pur- 
chased $10,000,000 of treasury certificates. 


Liberty from the Philippine Islands in the 


HE Grand Central Palace in New York City has 
been purchased by Alfred DuPont and associates, 
to be used as a permanent exhibition- building for 

the wares of countries with which the United States en- 
joys amicable trade relations. Goods imported for such 
purpose, under an act of Congress, will come in duty free 
and the tariff will be paid only when the goods are sold 
and removed. 


nounces that the Bureau of Ordnance of the War 

Department is in urgent need of statistical experts 
at $1,800 to $4,500 a year; statisticians at $1,800 a year, 
and clerks qualified in statistics, clerks qualified in account- 
ing, and clerks qualified in business administration at 
$1,000 to $1,800 a year. These examinations are open to 
both men and women, except the examination for statistical 
expert, which is open only to men. Competitors will not 
be required to report at any place for examination, but 
will be rated upon their education, training and experience, 
as shown by their applications and corroborative evidence. 
The Commission urges qualified persons to offer their 
services to the government at this time of great need. Im- 
portant war work is likely to be delayed by this shortage 
of trained help. Further information and application 
blanks may be obtained by communicating with the United 
States Civil Service Commission, Washington, D. C., or 
with the representative of the Commission at the post 
office in any important city. 


'T = United States Civil Service Commission an- 


RRANGEMENTS are being concluded at the present 
writing for the establishment in New York of 
credit funds for the account of Chile and Peru, to 

the extent of $30,000,000 for Chile and $20,000,000 for 
Peru. The arrangement is for the purpose of stabilizing 
exchange and parallels the similar fund recently nego- 
tiated for the Argentine Government, which now has a 
credit of $60,000,000 in the Federal reserve bank here 
and against which currency has been issued in Buenos 
Aires. The credit balances in New York are built up 
through the accumulation of sums owed by importers of 
goods from the countries involved. 


lano of the Federal Reserve Board is about to 
accept a commission in the army. The fact that 

Mr. Delano was a railroad executive prior to his appoint- 
ment as a member of the Board gives color to the further 
rumor that he is to take charge of railroad work in Russia. 


W of the hears reports that Frederic A. De- 
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HE term of Paul M. Warburg as a member of the 
Federal Reserve Board will expire August 9. 


RUST company interests in New York city have 

been instrumental in promoting the formation of 

a committee which, as a representative of the 
banks and trust companies, is to render to them and to 
the public more efficient assistance in matters relating to 
Federal taxation. So far over forty institutions are 
represented on the committee, which will also act as a 
clearing house for the dissemination of information rela- 
tive to tax legislation. R. G. Page of the Bankers Trust 
Company is chairman of the executive committee, J. G. 
Scattergood of the National City Bank is vice-chairman, 
and W. S. Orr of the First National Bank is secretary. 
In this cormmection, an “Association of Trust Company 
Counsel” has been formed by lawyers who deal with trust 
companies in reference to tax matters. Their purpose is 
to urge Congress to simplify the language and adminis- 
tration of the new revenue measure. 


Reserve Act and Secretary of the Federal Reserve 

Board since its creation, has tendered his resigna- 
tion, effective at the pleasure of the Board. Dr. Willis 
will take the newly-established Chair of Banking at Co- 
lumbia University as soon as he can be spared from his 
present duties. 


D* H. PARKER WILLIS, author of the Federal 


for the district of New York, has just handed down 

a decision which sets aside the rule promulgated by 
Comptroller of the Currency John Skelton Williams in 
April, 1913, that all banks named as Federal depositories 
should pay to the Treasurer of the United States interest 
at the rate of 2 per cent. on all private funds held by them 
pending litigation or pending settlement in any other way. 
These banks, to the number of several thousands in the 
United States, have been paying interest to the govern- 
ment and returning to the actual owners of the funds only 
the principal. The issue was raised by a New York bank, 
which argued that the government had no right to receive 
interest earned by private funds arbitrarily placed in 
certain banks by designation by the various courts, and 
that whatever interest was due rightfully belonged to the 
real owners of the money and not to the government. In 
his opinion Judge Manton said: “I think the regulation 
by the Treasury Department requiring the payment of 2 
per cent. should not be extended to cover interest earned 
on a fund of private litigants, nor do I think that this 
court is without power to direct the Treasury Department 
to pay back interest money earned.” 


Jere MANTON, in the United States Circuit Court 


a tract of about 33,000 square feet, comprising 

the entire block front on the easterly side of 
Nassau Street from Liberty Street to Maiden Lane, on 
which a suitable building for housing the bank will be 
erected after the war. It is estimated that the interest 
on the investment and the cost of operation will be met 
by the saving effected through the elimination of the large 
rentals now paid by the bank. 


ge Federal Reserve Bank of New York has acquired 
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THE PROPOSED FEDERAL 


Senator Robert L. Owen, on February 20, introduced 
a bill (S. 3928) proposing to amend the Federal Reserve 
Act and to establish a Federal Reserve Foreign Bank. 

The bill contemplates a capital of $100,000,000 author- 
ized, with a paid-up capital of $20,000,000, the stock to be 
at 5 per cent., non-taxable, and to be offered to the banks 
of the United States and to the public, and if not sub- 
scribed to be taken by the Treasury of the United States. 

It gives corporate power to these banking institu- 
tions, authorizes a directorate of nine men to be appointed 
by the President of the United States, and provides that 
these directors shall be “merchants and not bankers in 
the same way that the government of the Bank of England 
is controlled by merchants and not by bankers.” The 
functions of the bank will be to receive deposits from 
American foreign banks and bankers and from the United 
States or foreign governments and its powers are to “dis- 
count notes, drafts and bills of exchange arising out of 
actual commercial transactions or drawn for agricultural, 
industrial or commercial purposes, or the proceeds of 
which have been used or which are to be used for such 
purposes, the Federal reserve board to have the right to 
determine the character of the paper eligible for discount. 

“The bank shall have power to deal in gold and silver 
coin and bullion at home or abroad, to make loans thereon, 
to exchange Federal reserve notes for gold, and to con- 
tract for loans of gold coin or bullion, etc., to issue bank 
notes and receive Federal reserve notes upon like terms 
and conditions as now provided for the Federal reserve 
banks, to establish branches in foreign countries, and 

“No bank, banker, corporation or individual, other 
than the foreign bank, shall sell dollar balances at less 
than gold par except as payment for merchandise im- 
ported into the United States without the express author- 
ity of the Federal Reserve Board.” 

This bill is frankly a measure designed to start study 
and discussion of the best banking methods to be adopted 
for the development of foreign trade after the war. Sen- 
ator Owen makes no pretense that he has solved the 
problem or that this bill is to be put into law in its present 
form. Hearings on it, in its various stages, are now being 
held by the Committee on Banking and Currency, and a 
number of men skilled in foreign trade and foreign bank- 
ing are appearing before the committee. The problem at 
this time seems to be as to the desirability of establishing 
a bank of the kind mentioned in the bill or extending the 
facilities of the Federal reserve bank into this field. It is 
obvious that if the Federal reserve banks are to have such 
facilities some of them, at least, will have to have large 
and well equipped departments which would be equivalent 
to a foreign bank. ' 

It is generally admitted that in this country too little 
attention has been given to the study of conditions which 
will obtain after the war and to preparations to meet them. 
In every other country there has been great insistence 
upon the importance of developing export trade after the 
war. Numerous commissions have been appointed to make 
such studies and the consideration of this banking measure 
should go hand in hand with the larger plans of develop- 
ing foreign trade. In concluding his initial address on 
this bill Senator Owen said: 

“What I want to point out is the need for a mechan- 
ism by which the commerce and industry and manufactur- 
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RESERVE FOREIGN BANK 


ing powers of the people of the United States shall have 
the means of import and export, shall have the oppor- 
tunity of buying and selling bills of exchange against 
imports and exports, shall have the necessary credit facil- 
ities, and shall have a competent authority where a 
merchant can wire and ask whether or not a merchant in 
Buenos Aires has good credit, and whether he would be 
safe in making an important shipment of merchandise to 
him from the United States. Until our people have that 
kind of information conveniently at their hands, free 
from any suspicion of personal interest, the commerce 
and industry of the United States will not have the means 
of adequately expanding.” 

At the meeting of the Foreign Trade Council in Cin- 
cinnati, in April, Fred I. Kent, a vice-president of the 
Bankers Trust Company, and now in charge of the foreign 
exchange division under the Federal Reserve Board, made 
a notable address in which he explained and justified the 
policy of allowing dollar exchange to be sold below par in 
certain neutral countries. Mr. Kent’s remarks brought 
him into direct conflict with Senator Owen, who desires 
that the dollar be maintained at par in every country. Mr. 
Kent began his address by saying: “The cry of the orator 
for a dollar at par throughout the world may be valuable 
in time of peace as commercial propaganda, but it has no 
place in time of war, particularly with a world war such 
as exists today.” Mr. Kent said further: 


“The United States, in order to carry out her 
part in the war, is going to be obliged to supply from 
her own resources and from those of many other 
countries of the world commodities to the value of 
many billions of dollars. Regardless of her great 
wealth, there is a positive limit to her ability to fur- 
nish such supplies. In order to win the war she must 
be in a position to do.so for a longer period than the 
enemy. The length of time that she can continue to 
furnish needed supplies will depend upon her ability 
to conserve her resources. There are many products 
which she can obtain from within her own territory 
that will outlast war needs. There are many others, 
however, which need supplementing from other 
countries of the world if we would maintain the high- 
est efficiency of the war engines which we produce 
and of the men who operate them. 


Our Best Course 


“Our greatest interest, therefore, and that of our 
allies, demands that we maintain such commercial 
relations with the neutral countries which have com- 
modities that will be needed by us as will enable the 
United States to continue the purchase of such com- 
modities constantly for a long period. While there 
are probably none of these commodities which we can 
not (if need be) develop substitutes for, yet if we 
can continue their purchase from other countries, 
partly in exchange for things which we can better 
spare than the articles received for them, we will have 
accomplished two most important results—we will 
have maintained our foreign trade with other nations 
and so have held their interest in this country, and 
we will have saved the time of that portion of our 
population which might otherwise have had to be 
engaged in creating and manufacturing substitutes, 
in work that will result to our greater advantage. 
We will also be helping to keep the countries with 
which we trade in a healthier financial condition, 
which should be of great benefit in. helping us to find 
a market for our goods when the war is over and our 
manufacturing interests turn from war industries. 
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Must Curtail Exports 


“As the war goes on, the United States will find 
that it will have to curtail its exports to neutral 
countries, as Great Britain, France and Italy have 
been obliged to do, so that it is reasonable to suppose 
that the balance of trade with many neutral countries 
will be constantly against us throughout the war. 
This being true, and it being greatly to the advantage 
of neutral countries to have our market for their 
goods continue in as large a way as possible, we must 
have some strong force to hold our imports within 
reasonable limits. An adverse exchange rate is the 
key to such force and is a great regulator of trade. 
It puts such difficulties in the way of our imports that 
without other pressure we endeavor to do without them 
in 80 rood as possible, 

“The countries of export, in order to keep a 
market for their goods, will strive to find ways to 
allow continuation of such exports as we must have, 
even to the point of allowing funds to pile up in this 
country or through the extension of credits. 


Funds Accumulate 


“As funds accumulate here which can not be 
exported there will be an increasing tendency on their 
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part to purchase commodities from this country with 
them, which will offer a great inducement to the 
people of the United States to strive along with their 
war work to pay a part of their accumulating indebt- 
ness through current exports. 

“In Argentina, for instance, we find that for the 
protection of its people the Argentine Government 
considered it to its very great interest to make an 
arrangement with the United States under which Ar- 
gentine funds would be left on deposit in this country 
until after the war, provided the disbursement of the 
equivalent in Argentina was made for exports from 
Argentina to the United States. It is also true that 
the exports from the United States to Argentina in- 
creased from $76,874,258 in 1916 to $107,641,905 in 
1917, even though we were not at war in the first 
year and were at war in the second. As long as ex- 
change continues against us with Argentina the same 
tendencies will continue active, and when the war is 
over we will be as much less in debt to Argentina as 
the amount of exports which we have been able to 
furnish her year by year, that have been withdrawn 
from this country by her in order to get her funds 
home and make it possible, together with the exten- 
sion of such credits as she can afford, to keep our 
market for her goods open.” 


HOW TEXAS IMPRESSED PRESIDENT HINSCH 


Charles A. Hinsch, President of the American Bank- 
ers Association, recently concluded a tour of Texas and 
was so deeply impressed by what he saw that he put his 
thoughts in a letter to Secretary W. A. Philpott of the 
Texas Bankers Association. Writing to Mr. Philpott, 
President Hinsch says: 

“T have not had an opportunity prior to this time to 
properly convey to you how much I enjoyed my visit to 
Texas. I had never visited your state before and thought 
I had some idea of its size but I realize now that I did not 
have a full sense of realization of the tremendous empire 
covered by the Lone Star State. I had pictured Texas as 
an immense prairie devoid of hills, valleys and trees. To 
my great surprise, I found just the contrary. 

“I was especially delighted to notice in the territory 
through which I passed, the splendid condition of the 
crops, the substantial homes and the general prosperity 


of your people. 

“T was deeply impressed with the proceedings of your 
bankers’ convention and listened with great interest to 
the many excellent addresses submitted, which evidences 
the fact that the Texas banker is alive to present day 


conditions and is fully capable of solving your financial 


problems. 

“The city of Galveston is a wonder; it is a marvel 
to me that the spirit of her people is still unbroken in 
spite of the several calamities that she had had to meet. 
The rebuilding of the Causeway is an evidence of the in- 
domitable spirit of her people. I was deeply impressed 
with her splendid harbor, magnificent beach, and if I am 
correctly informed, Galveston is the second port of export 
in the United States. 

“I was greatly pleased with Houston and the bankers 
that I met from that city. With its wonderful ship chan- 
nel and ship-building yards, it bids fair to be one of the 
most important cities in our country, and I am told that 


Houston handles a large quantity of cotton, rice, lumber 
and oil. From my viewpoint, Houston has a great future 
and under the guidance of her progressive bankers and 
business men, I feel confident that the future of the city 
is assured. 

“The next city that I visited was Dallas, the largest 
city in Texas, so I am advised. I was greatly pleased of 
the progressive spirit in evidence on every hand, the 
beautiful homes, and the skyscrapers under construction. 
I visited the Federal reserve bank and renewed my ac- 
quaintance with Governor Van Zandt, Judge Ramsey, 
chairman of the board, and other leading Dallas bankers. 

“From Dallas, I went by interurban to Fort Worth. 
I do not believe that I have ever ridden on a better 
equipped electric line.’ I made the trip from Dallas to 
Fort Worth in a little over an hour over a well ballasted 
track. Fort Worth, I am told, is the railroad center of 
Texas; the second grain market in the southwest, the 
second largest horse and mule market in the world, and 
ranks third as the cattle market in the United States. It 
is not surprising that the government selected Fort 
Worth as the city for the greatest training camp in the 
state of Texas. It was my great pleasure during my stay 
in Fort Worth to meet the bankers and leading business 
men of that progressive city. Under the leadership of 
such men there can be little doubt as to the future of 
Fort Worth. 

“Wichita Falls, where the government has erected 
one of its flying camps, is a progressive city. This city 
is the home of some of the most progressive husiness men 
and bankers in Texas. It has great possibilities due to 
the fact that it is located in the oil and gas field belt. 

“TI can only say in conclusion that I feel amply repaid 
for the effort I made to visit Texas and realize fully that 
it is one of the most important agricultural, industrial 
and commercial states in the Union.” 
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Helping 
By E. B. HARSHAW 
Cashier Grove City National 
Bank, Grove City, Pa. 

BELIEVE that very 
I few of us realize the 

importance that in- 
creased production, both of 
grains and live stock, is 
playing at the present time 
both to the boys at home 
and those who are at the 
front. 

The early part of this 
year I attended two confer- 
ences of the Safety Defense Committee of Pennsylvania 
and increased production of food stuffs seemed to be the 
greatest problem. Especially were we advised by those 
who knew that the great manufacturing state of Pennsyl- 
vania must increase its productions and supply its con- 
sumption locally, and this means that the banker can 
have more influence toward this end than any other single 
interest. Perhaps I can best show what can be done by 
giving a little of our own experience, and in this connec- 
tion I want to say that, until three years ago, I am sure 
that I knew less of the farm problems than the average 
man. I had the misfortune, according to general par- 
lance, to be born and to spend my early years in a manu- 

, facturing town, and never spent an entire week on a farm 
in my life. 

In July, 1914, two of the agents of the Federal De- 
partment of Agriculture were in Grove City, and in our 
conference I became impressed with the idea of com- 
munity development, combining the town and rural com- 
munity and the part a bank could take in this program: 
After outlining a plan I submitted it to our board who, 
with the exception of one, were all business men; and 
strange as it may seem, the farmer member was the only 
one who had misgivings. 

The board authorized the project and with the aid 
of the county agent and Federal field man we started to 
work it out. On account of the local conditions and our 
natur.l inclinations we took up the pure-bred cattle 
development, and from a community which had five farms 
with one pure-bred animal on each farm and no pure-bred 
sires, we now have over 160 farms with one or more pure- 
bred animals and twenty-five sires of the best blood lines 
in the world, some of the individual animals costing as 
much as $1,000. The bank itself has shipped in from 
outside communities eight carloads, financing the entire 
shipments, and has not lost a dollar. 

No banker need be afraid to advise the right kind of 
farmer to increase his herd, providing he buys the best. 

I have a letter from the United States Food Admin- 
istration, in which they say: “The number of dairy 
animals available in the world has been very greatly re- 
duced and we learn that the agricultural interests of 
Europe have taken up with this country the question of 
getting seed stock to reproduce the animals that have 
been slaughtered.” 

In addition to developing the community, and which 
I am sure can be duplicated in any locality, it is 

interesting to show where the bank comes in. Our 


A FARMER’S INVESTMENT 


One Pure Bred Holstein Cow 
(Present Market Value, $250.00.) 


THE DIVIDENDS 


One Calf, 18 months, worth 
One Calf, 5 months, worth 
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the Farmer to Help Himself 


time could not have been 
spent more profitably to 
the bank and the same ad- 
vertising could not have 
been bought and could not 
have been had in any other 
way. 
The project has been 
written up by all of the 
local papers and practi- 
cally every farm journal 
has given of its space sev- 
eral times, and some have 
sent special correspondents 
to look the ground over and write special articles, and 
these all reach our customers through their subscriptions 
to the different periodicals. Such advertising no one can 
buy. 

We found it advisable to publish a monthly paper 
which we called the Grove City National, having for its 
object, “A more profitable and interesting country life,” 
of which we mail free of charge, to a selected list, twenty- 
five hundred. We fill this paper with items of interest to 
this community and in it advocate every good thing for 
community betterment, and we find it gives us that per- 
sonal touch so necessary to the keeping up of interest and 
incidentally to let the reader know what the Grove City 
National Bank is doing. 

Last year the bank’s deposits increased $435,000, and 
on analyzing it at least $150,000 was gained from this 
movement, and this is only the beginning; $300,000 in cash 
was paid out to 500 patrons of the local creamery, and 
in addition every patron’s herd has doubled in value and 
farm lands have advanced in price fully 25 per cent. 

Another advantage to the bank is the better under- 
standing of its customer and his needs, and the growing 
tendency of the farmer to borrow money from the banks 
for the development of his herd and farm. 

Just recently a young farmer, who by the way was 
not a customer of ours two years ago, and who is one of 
the best credit risks in the community, borrowed from us 
$1,000 to buy pure-bred stock and better his equipment, 
just such a loan as banks are seeking. There is really no 
limit to what can be done if the right attitude is developed 
between the town and country surrounding it, and the 
local banker is the logical head of this movement. 

A year ago we organized our first Boys’ and Girls’ 
Pure-bred Cattle Club with fifty-three members. Every 
boy and girl has stuck to the club and is most enthusiastic, 
and the bank has laid a foundation for the friendship and 
business of at least fifty-three of the future progressive 
and substantial farmers of our district. 

From a report received from the Federal Field Agent 
I take a few concrete instances to show how profitable it 
is to the farmer, and how the service is bound to react to 
the benefit of the bank. He says: 

“T wish to call your attention to some concrete in- 
stances in which your co-operation in securing pure-bred 
dairy cattle for the farmers has proved very profitable to 
them. 

“W. A. Tinker purchased a pure-bred Holstein cow 
out of the second carload, for which he paid $225. The 


$175.00 


$300.00 


82 


present market value of this cow is $250, and during the 
twenty months that she has been on Mr. Tinker’s farm 
she has produced two female calves, one of which is now 
about eighteen months old and her market value is $175, 
and the other is about five months old with a market 
value of $125. The cow has been a very profitable pro- 
ducer of dairy products and has more than paid for her 
keep and for the rearing of her calves. Mr. Tinker :prob- 
ably never made a better investment. The interest that 
he has made on the original investment should prove in- 
teresting to bankers. 

“A. C. Weber purchased a registered Holstein cow 
out of the first carload, for which he paid $178. This cow 
is worth $200 at present, and during the twenty months 
that he has owned her, she has produced two heifers, one 
of which is valued now at $150 and the other at $100. 
This cow has also been a good producer and paid for her- 
self, care and feed and for that of her calves and made 
the owner a profit besides. 

“W. J. Armour purchased a registered Holstein cow 
out of the third carload, for which he paid $250. Within 
a few days after he purchased her she freshened with a 
bull calf and this calf was sold at the age of five months 
for $250. 

“I could mention many other concrete examples of 
the profits already attained by many of the purchasers of 
the pure-bred cattle that you have distributed. The move- 


Selling Service to 


BY R. A. BLANCHARD 
Agriculturist, Live Stock State Bank, North Portland, Ore. 


‘Te country bank is so wrapt up in the welfare and 
progress of the surrounding agriculture that its 
very operations, hours of opening and closing, 
methods of doing business, etc., must fit into the life of 
the farmer. Agricultural communities can usually be 
divided into borrowing communities and those of frequent 
but small deposits. These customers, who come to town 
once a week or more often, usually visit the bank a few 
minutes to deposit the proceeds from sales or apply for 
a loan, and their conception of the function of the bank 
is naturally limited. The bank is selling service. It must 
tell about that service. It must constantly keep in the 
mind of the people that this service is gratuitously given 
and represents their reason for doing business. The new 
customers are found from about three sources: 


1. Those recruited from the new-comers in the com- 
munity. 
2. Those secured from other banks. 


8. The increased deposits over the increased wealth 
produced in the country. . 


Regarding the crab statements of the banking serv- 
ice used by numberless banks, put yourself in the place of 
the farmer who reads of terms and statements he knows 
not how to interpret. He is thinking of cows, hogs, wheat, 
hired men, insects, diseases, markets and myriads of other 
matters that daily confront him, and this should give the 
hint to the bank advertiser that anything the bank men- 
tions or does to assist these very things enlists immediately 
his sympathy. If the farmers are talking dairy cows, and 
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ment has developed a real interest in the dairy business. 
Some who have never made much profit out of the farm- 
ing business are now seeing a new vision. 

“I know of a farmer in particular, who never took a 
real heart interest in good cattle until he got the pure-bred 
through your bank. In fact, he had previously used a 
grade or scrub sire. But there has been a great change 
in this man. Only recently he paid $50 as a service fee 
for the breeding of his pure-bred cow to one of the best 
bred sires in Pennsylvania. He is also speeding up on 
the production of dairy products. I note that in four 
months he has sold from ten cows $917 worth of milk to 
the Grove City Creamery.” 

Two years ago it would have been practically impos- 
sible to have had the seven townships of the Grove City 
community over-subscribe a Liberty Loan, Red Cross or 
War Savings allotment, but in the last three drives our 
community of seven townships and the town have each 
over-subscribed and in some instances quite largely, and 
this was only made possible by the community develop- 
ment started about three years ago, and as far as I can 
learn, we were the only solid block to do this. 

With our diversified industry and splendid farms we 
have an unusual opportunity to develop along this line 
and it should be followed up. 

I hope to see every banker in our group an active 
banker farm developer. 


the Country Bank 


this is good business for the community, talk dairy cows 
in your advertisements. Talk feeds, discuss problems, the 
cow-testing association, the creamery, better markets and 
the banking facilities you extend for these. Talk to your 
patrons in your weekly advertisement space, using either 
the essay or declaration form, but make it human. Talk 
his language, and make use of all the waste space on your 
bank stationery. Slip in a caption or slogan on your letter 
heads and envelopes. The reverse side of the monthly 
statement to customers of their accounts is good adver- 
tising space going to waste. 

Dress up the lobby. A neat display on the wall or 
some photographs on a shelf would help a lot. Neat pic- 
tures are attractive and express more than months of 
advertising. Make frequent and seasonable displays in 
your windows. This means far more to your people than 
an electric display purchased from some eastern’ house. 
Put your personality into your advertising. I have read 
monthly letters mailed from banks purchased in stock 
from advertising agencies, which I am sure were used 
by the baby to scribble on. If you want to send a monthly 
letter out, and it is worth mailing, write it yourself and 
mimeograph it. Talk of local things, of vital things, of 
things that are common to you both. All statements that 
we are at your service are almost a satire when you 
don’t live the service. And above all, link up the very 
existence of your bank with some worthy agricultural en- 
couragement. Wear a smile, have a kind word for every- 
one. Enter into the public life of the community for its 
agricultural, social and economic welfare, and you will 
gain more than thousands spent on platonic, conventional, 
loose and non-stimulating, bought-and-paid-for canned- 
goods advertising. 
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The Trade Acceptance Reviewed by Business 
Men and Bankers at Chicago Conference 


HE potential value of a credit instrument may be 

l decided in theory by the opinion of competent 

authorities after careful study of precedent and 

practice. This may be confirmed by the effective use of 

the credit instrument by highly trained specialists, fitted 

by unusual experience and equipment to extract every 
advantage from its use. 

Its real value, however, can only be determined and 
established by its use in ordinary commercial ways by 
average commercial houses who test it against the ignor- 
ance, inertia, conservatism and prejudice of ordinary 
commercial customers. 

The convention of the American Trade Acceptance 
Council, held June 17, at the La Salle Hotel, Chicago, 
was devoted to taking account in the value of the business 
fabric, so far, of the trade acceptance. 

Speakers of noteworthy prominence discussed the 
economic benefits, the emergency war-time benefits, and 
the essential advantages to the entire credit structure, 
of the trade acceptance over the open book account. Still, 
the spirit of the convention crystallized into disclosures 
of how it works in average daily practice by merchants 
and bankers. 

The convention was attended by over eight hundred 
business men and bankers representing every section of 
the United States. Three interesting sessions were held. 
At no time were there less than 650 people in the hall. 
The convention gravitated into the attitude of having 
accepted all the excellent and convincing reasons favor- 
ing the use of the acceptance, and then seeking to find 
out how it stood the fallability of hard customers, selfish 
interests, office errors, and the general hard knocks and 
vicissitudes of daily business practice. Even those who 
had themselves used it with superior results sought to find 
out how its use stood up under conditions, perhaps more 
adverse, in lines of business less well fitted for its easy 
adaptation by organizations perhaps less efficient, among 
customers of less intelligence, less progressiveness, and 
more resistance to any change in accustomed methods. 

The convention put the trade acceptance on trial, 
solicited testimony for and against it, and finally closed 
the case for its advocates and sought testimony from 
users who might have become opponents. There were no 
such users present. 

The unmistakable verdict of the jury of over eight 
hundred representative business men and bankers was 
that the trade acceptance, when tried in an average 
business way, in the average business, is greatly superior 
to the sale of goods on open book account. It translates 
many “slow pay” accounts to prompt-pay accounts; it 
induces many customers previously paying promptly at 
the end of their credit term, to discount their bills; it 
prevents the practice of large and financially strong cus- 
tomers imposing on the seller to the extent of taking an 
extra fiftecn to thirty days beyond the allotted credit 
term; it encourages careful buying and need not inter- 
fere with accounts previously handled on the cash dis- 
count basis. The proportion of trade acceptances which 
are not paid at maturity are negligible. As directly con- 


trasted with this specific feature, however, the number 
of unsatisfactory open book accounts, which it translates 
to customers who pay with exact promptitude on the day 
of maturity, is large. As a last advantage, it enables a 
seller to discount his prime bills receivable at a bank for 
100 per cent. of their book value and at a preferential 
rate. It may enable him to get greater accommodations 
than he could get on his bills receivable under the open 
book account plan. The use of the acceptance enables the 
borrower to turn his good bills receivable into cash, in- 
stead of having them tied up in a form which may or 
may not be promptly collectable when due. It enables the 
bank to accommodate its good customers beyond the 10 
per cent. loan limit. 

The real mission of the trade acceptance is to whip 
business into better and safer form. It affords an imme- 
diate check on every transaction; prompt settlements 
follow; claims and disputes are eleminated; capital does 
greater work; expense of operation is reduced, and all 
parties concerned—the buyer, seller, banker and con- 
sumer—are benefited. 

Not all firms using trade acceptances discount them; 
many hold them to maturity, but those who so hold them 
find a distinct advantage in that their customers meet 
the acceptance promptly on maturity, whereas a careful 
tabulation shows that these same customers, on the aver- 
age, overrun their agreed credit term from fifteen to 
thirty days on open book accounts. 

Mr. Lewis E. Pierson, chairman, outlined the form 
of organization of the American Trade Acceptance 
Council, reviewed its work, and scheduled the purposes 
of the convention. 

J. H. Tregoe, secretary of the National Association 
of Credit Men, and of the Trade Acceptance Council, 
made a strong appeal to business men for the adoption 
of the trade acceptance. 

Paul M. Warburg, of the Federal Reserve Board, 
said the trade acceptance is now the subject of heated 
debate. ( 

“Some,” he said, “consider it impracticable and not 
suited for the use of American business men; others con- 
sider it dangerous and think it ought not to be encour- 
aged or perhaps even permitted. But while the trade 
acceptance is being discussed as a theory, it already has 
become a fact. The trade acceptance is here; it has 
proved its worth in thousands of cases; it has come to 
stay, and now that the first and most difficult step in 
popularizing it has been taken, its general use will grow 
by leaps and bounds. 

“In this discussion concerning the merits and de- 
merits of the trade acceptance, both sides, to my mind, 
have made the mistake of over-stating their case. The 
champions of the trade acceptance are not warranted in 
saying that it is the only proper instrument of credit, that 
it should, or will, drive out rapidly all single name paper 
and the cash discount system, that to use it is the highest 
degree of patriotism and that to refrain from using it 
shows a lack of public spirit. On the other hand, it is 
equally unwarranted to assert that the use of the trade 
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acceptance by the business men and bankers in the United 
States is impracticable, or that its adoption makes for 
bad and unsound business habits. 

“While, therefore, we readily concede that it is 
foolish to believe or to argue that the trade acceptance 
should be used in settlement of any and all business trans- 
actions, it is equally foolish to deny that millions of 
dollars’ worth of goods are sold today on so-called “open 
accounts,” and wherever that is done there can be no 
vestige of doubt that it makes for better business methods 
when seller and purchaser agree upon a definite obliga- 
tion to pay on a certain date and express this in a nego- 
tiable instrument, permitting the seller to finance himself 
on favorable terms for the period of the credit granted by 
him to the purchaser of his goods.” 

Charles A. Hinsch, President of the American Bank- 
ers Association, reviewed the case for the trade accept- 
ance, laying special emphasis on its importance as the 
promoter of liquidity. He told how the trade acceptance 
organization had been extended through the appointment 
of committees by state bank associations and the educa- 
tional scheme, therefore, reaches out through all bank- 
ing units. Twenty-three committees made up of active 
bank officers, he said, are devoting their time to such 
questions as the best method of handling trade accept- 
ances within the banks and business houses, and a sched- 
ule of exchange, service and collection charges. Some 


resolutions urging the study and use of trade acceptances 
have been adopted by bankers’ associations in Alabama, 
Arkansas, Georgia, Maryland, New York, Florida, Kan- 
sas, Missouri, Tennessee, and by the Association of Re- 


serve City Bankers. The educational campaign, Mr. 
Hinsch said, is being rapidly extended through trade 
organizations. 

Waddill Catchings, of Goldman, Sachs & Co., New 
York, discussed trade acceptances and commercial credit, 
and Morton H. Fry, of Bernhard, Scholle & Co., New 
York, spoke on “The Open Market for Trade Accept- 
ances.” Mr. Fry said in part: 

“While the trade acceptance is undoubtedly an ex- 
cellent thing in itself, it must be borne in mind that it is 
of interest to the merchant mostly in so far as it enables 
him to finance himself more advantageously than he could 
through other means. Unless the trade acceptance is 
liquid in the hands of the drawer a large part of its use- 
fulness is lost. Of course, a merchant who takes a trade 
acceptance in payment for goods sold can generally be 
assured of being able to discount it with his own bank, 
but if this practice were followed generally some of the 
principal advantages of the acceptance idea would be lost. 

“In the first place, it is through a broad, open market 
alone that the much desired stability of rate can be 
achieved. This is true not only of the market for trade 
acceptances, but of every other market as well. The 
greater the number of buyers and sellers the greater the 
stability. Where a merchant has to depend upon a single 
buyer, that is, his own bank, he is directly affected by 
the conditions which govern the demand for funds in a 
particular locality and on a particular institution. If, 
on the other hand, he is able to offer his acceptances 
through the open market, to a wide circle of buyers, there 
is always an opportunity that one or the other of these 
buyers may be in funds and therefore an eager buyer. 
It also follows, as a matter of course, that through such 


a wide circle of buyers the merchant is able to obtain his 
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money at the lowest possible rate for, as has been pointed 
out, it is this way that any existing surplus of lendable 
funds can be reached. It should also be borne in mind 
that it is through the development of a broad market in 
trade acceptances that the easy transfer of funds from 
one section of the country to another can be effected. 
Trade acceptances, inasmuch as they bear a direct rela- 
tion to the volume of business which is carried on in the 
country provide a most excellent medium for this easy 
transfer of lendable funds from districts where they are 
not needed to districts where a demand is being experi- 
enced. It is for this reason, if no other, that banks and 
merchants both should turn their attention to the develop- 
ment of a broad market in which this most liquid instru- 
ment of trade can be handled in such volume and with 
such readiness as to assure the merchant at all times that 
he will be able to discount and obtain cash when he so 
desires. 

“Unfortunately, the present condition of the open 
market leaves much to be desired. While a certain 
amount of trade bills are being handled the market is at 
best exceedingly sporadic. The firm of which I have the 
honor to be a member has made a business of handling 
acceptances, both bank and trade acceptances, ever since 
the establishment of the Federal Reserve Act. I believe, 
therefore, that the experience which we have had in this 
matter has been fairly comprehensive. I know that the 
experience of other dealers has been very similar to our 
own. While the growth of the market in bank accept- 
ances has been in a great many respects phenomenal, 
trade acceptances have been consistent laggards. 

“At the present time the only trade bills appearing 
in the open market in any great volume and moving 
with any degree of freedom are foreign trade accept- 
ances; that is, bills originating in foreign countries and 
bearing the endorsement of one or the other of the vari- 
ous foreign agency banks. These bills are eligible for 
purchase and rediscount at the Federal Reserve Banks 
and enjoy a very ready market. 

“Recently there has been appearing with a greater 
degree of frequency another class of bills; that is, 
domestic trade acceptances, one of the names on which 
is that of some large or well known corporation. Among 
these may be mentioned such bills as those of the Liggett 
& Myers Tobacco Company, the R. J. Reynolds Tobacco 
Company, the Goodyear Tire & Rubber Company and 
others. For such bills there has been developed what, 
under the circumstances, is a comparatively fair market. 
While a great many bankers throughout the country have 
taken the attitude that they see no reason why a prefer- 
ential rate should be made on this class of paper as 
compared with single name commercial paper in spite 
of the fact that the Federal reserve banks made such a 
rate when the bills are offered for rediscount, others are 
beginning to come into the market. At any rate, it is now 
possible to buy trade acceptancés, one of the names on 
which is large and well known, with a fair degree of 
assurance of being able to dispose of them, and usually 
at a rate below that prevailing on single name paper. 

“There is another reason why the merchant should 
interest himself in the making and marketing of trade 
acceptance and this other reason is infinitely more im- 
portant, This is a time when selfish considerations of all 
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Some of Our War Problems 


BY ARTHUR REYNOLDS. 
Vice-president Continental and Commercial National 
Bank of Chicago* 


VERY great war has been fruitful of many serious 
E; problems, and so long as present hostilities last, 

just so long may we expect to be confronted by new 
and trying difficulties. Let us not be discouraged, how- 
ever, by the magnitude of this present undertaking. At 
first glance it would appear that the troubles growing out 
of this war are much worse than those that worried busi- 
ness men, financiers, statesmen and soldiers in past big 
wars. They are in the aggregate; but they are no more 
baffling, because science and invention, improvements in 
production and distribution and advanced methods of con- 
verting raw materials to our uses have placed in our 
hands power so many times greater than that possessed 
by the men who financed and fought the Napoleonic, 
Civil and Franco-Prussian wars. Our obstacles are no 
more insurmountable than were theirs when we measure 
our strength with theirs. 

The fear has been expressed that the burden of 
financing will bankrupt the countries involved. Here, 
too, it is wise to keep the proportion of things in clear 
view; for, while the cost is enormous, the accumulated 
assets of this country and its associates are many times 
what they were a century ago, or in 1865 or 1871. 

Of course the burden from the financial viewpoint is 
stupendous. It will get to be heavier the further we go, 
and we must expect to run into some trying situations 
now and hereafter before the accounts are finally settled; 
but the point is that we are better able to settle now. 


Our Financial Ability 


There is no room for doubting our ability to do our 
part in financing this war. The sales of Liberty Bonds 
prove this, but it is wise to make repeated and still 
greater efforts to have this financing take its proper 
course. It would be decidedly harmful for the banks to 
be the permanent holders of any considerable portion of 
war bonds. If their funds are tied up in that way it will 
restrict business, essential and non-essential. Their re- 
sources must be left free for the conduct of the business 
of the country. It is, therefore, extremely desirable that 
the individual investor buy these bonds. He has been 
doing so in a rising ratio with each successive issue. 

One other point: The large cities, with their gigantic 
industrial plants, are being required to pay tremendous 
taxes. This made it difficult for the great centers to 
respond as promptly and liberally in the last drive as 
formerly. On the contrary, the farmer, who was not a 
large purchaser of the first and second loans, and has less 
to pay in excess profits and income taxes, was able to 
make a svlendid record, and he did so. The rich agricul- 
tural st..z of Iowa was the first to reach the top. It was 
followed by Oregon, another commonwealth where agri- 
culture and horticulture predominate. The farmer has 
won our applause. 

Our financial condition is absolutely sound; the 
banks are meeting the legitimate needs of private bor- 
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rowers, and they still have a very considerable latitude 
for expansion through rediscounts at the Federal reserve 
banks, without crossing the danger line. 

After providing for reserves to be carried, the twelve 
Federal reserve banks are in position to extend approx- 
imately two billion dollars of credit to their member 
banks. 

It must also be remembered that there are from 
17,000 to 18,000 state banks which are not members of 
the Federal reserve system and whose resources are avail- 
able to meet the requirements of the country. 

Some have expressed the belief that we are running 
into inflation. As a matter of fact, we have been in 
what may be termed an inflated condition so far as prices 
and volume of commodities are concerned, but not accord- 
ing to the ordinary understanding of the word. In this 
country the use of the term has been mostly in connecton 
with undue expansion of credits and currency. I am not 
doing violence to the conservative training of bankers in 
claiming that this latter stage has not been reached as 
yet. Reserves supporting the credit/ structure and the 
volume of curréncy are still ample. Of course, this would 
not be the case if we had not made a ret addition of more 
than $1,000,000,000 to our holdings of gold since August, 
1914. 

Before the war we had about two billion dollars in 
gold. Today we have about $3,000,000,000, or more of 
the yellow metal—the basis of credit and money trans- 
actions—than any other country, our holdings being 
about a third of the gold of the world. 


Liquefying Capital and Money 


The opinion of all the authorities with whom I have 
talked is that there is in process a rapid liquefying of 
what has heretofore existed in the shape of unliquid cap- 
ital and money. Perhaps a better way to state it is to 
say that the liquidity of certain parts of our capital and 
money is being very greatly increased. For instance, the 
money that has been taken from hiding, from safety 
vaults and savings banks am2 used in the purchase of 
Liberty Bonds and Was Savings stamps is being spent by 
the government as rapidly as manufacturers and dealers 
can make deliveries. 

This means a quick transference of those funds to 
the swiftly moving channels of trade. Those dollars are 
circulating more freely and, therefore, performing greater 
service than in the past, and their movement will be 
accelerated as we gain experience in war finance. They 
now form the basis of a large volume of book credits and 
payments by checks. As the funds that have been lying 
more or less dormant are collected by the government and 
disbursed to the manufacturers and producers of the great 
quantities of war materials and supplies, and in this 
manner reach the operators of coal,. iron and copper 
mines, the steel plants and their thousands of employees, 
and are paid to the planters of the south for their cotton, 
to the farmers of the west for their wheat and corn, to 
the live stock and sheep growers, and to our wonderful 
industrial establishments, the stimulating effect upon 
essential business is very great indeed. In this manner 
have we been passing through the readjustments that 
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were naturally to be expected following our entrance into 
the war. 


Redeposits Important 


While it is true that people in all sections of the 
country have spontaneously and patriotically responded 
to the call for money with which to prosecute the war, 
and tremendous progress has been made, nevertheless, I 
feel that in addition to the widest possible distribution of 
contracts, the most careful consideration should be given 
to the collection and disbursement of the money. This 
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is a question not only of interest to bankers, but is one 
in which all business men are vitally interested. 

By closely adhering to the policy of permitting the 
proceeds of Liberty Bond sales to remain on deposit with 
the banks in the communities where the subscriptions are 
made, until such time as the money is actually needed, and 
then withdrawing it by means of checks on the local banks 
in payment of government bills, the money could be kept 
at home for a longer time. It would better perform its 
function in stabilizing the operation of financing the busi- 
ness of these communities. 


WAR NEED OF RURAL EDUCATION 


“Every peace-time reason for good rural schools is 
intensified by the war,” is the keynote of a message to 
the bankers of the United States from Dr. P. P. Claxton, 
United States Commissioner of Education, which is a 
feature of the July issue of the Banker-Farmer, the 
monthly publication of the Agricultural Commission of 
the American Bankers Association. 

Because of the grave danger that the forward move- 
ment in rural education will be set back by neglect during 
the war, the Agricultural Commission is devoting the 
entire July issue of the Banker-Farmer to the subject, 
with the co-operation of the United States Bureau of 
Education, which has provided authoritative articles. 

That 140,000 of’ the 210,000 rural one-room schools 
of the country should be consolidated by a nation-wide 


drive on a ten-year program by state and Federal aid is 
advocated by the Bureau of Education. As the bankers 
were able to aid so materially in obtaining the Smith- 
Lever legislation for the extension of the county agent 
system, it is pointed out that they also can be influential 
in promoting this equally important measure. How many 
communities have consolidated successfully is related, with 
many pictures. 

The Agricultural Commission is anxious for a wide 
circulation of this issue among the bankers and farmers 
of the country. It is suggested that members of the 
American Bankers Association who do not receive the 
Banker-Farmer through their state associations address 
the publication office, Champaign, IIl., for a copy of the 
rural education number. 


THE TRADE ACCEPTANCE CONFERENCE 
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kinds should and must disappear into the background. 
The fundamental good of the country’s economic and 
banking system is the first consideration. The tremend- 
ous demand for funds by the government is a concen- 
trated demand. It is likely to produce a dislocation in 
the financial structure unless means are taken to render 
our credits liquid, and to bring about the easy transfer of 
funds and of credit from one part of the country to the 
other. It is this which will be aided by a broad market 
in trade acceptances as well as in bank acceptances, and 
it is for this reason that I urge its importance upon 
you.” 

Other speakers were George Woodruff, of Joliet, 
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Ill, Dr. J. T. Holdsworth, University of Pittsburgh, 
Sylvan L. Stix, President New York State Wholesale 
Grocers’ Association, D. C. Wills, of the Federal Reserve 
Bank of Cleveland, Forrest Ferguson of St. Louis, Charles 
W. Dupuis of Cincinnati. 

Mr. Ferguson said that the Ferguson-McKinney 
Manufacturing Co., of which he is president, had re- 
ceived between March 28, 1917, and May 1, 1918, trade 
acceptances to the amount of $1,399,510, that on May 1 
last there were outstanding $336,107, and that, of the 
whole amount due, only $789.14 had not been paid at 
maturity, this small loss being caused by failures of the 
makers. 


1 


Need of a Unified Banking System 


By ROBERT H. TREMAN 
Deputy Governor, Federal Reserve Bank of New York 


N his latest book, “International Finance,” Hartley 
Withers, an English economist, said, “America is now 
one of the leading powers in international finance and 

on the wise and skilful use of its strength the future pros- 


perity of the civilized world will, to a great extent, 


depend.” 

If this be true, we are justified in an examination of 
the results of the operation of the Federal reserve system 
since its inauguration. 

The Federal Reserve Act provides primarily that 
Federal reserve banks shall— 


1. Furnish an elastic currency. 

2. Afford means of rediscounting commercial 
paper. 

8. Establish a more effective supervision of 
banking in the United States. 

Before the Federal reserve system was inaugurated 
there were about 25,000 independent banks with no central 
protecting bank. Each had to rely upon itself in time of 
stress and at the time when normal reserves should be 
drawn upon and more liberal credit extended, quite the 
reverse happened and banks became the worst hoarders 
and strengthened their reserves instead of releasing them. 

The Federal reserve banks began business November 
16, 1914, and the following gives a comparison of the 
rapid development of their assets: 

November, 1914 

November 26, 1915 

November 24, 1916 

November 16, 1917 3,012,406,000 

June 7, 1918 3,711,703,000 

The National Monetary Commission, created in 1908, 
made its report to Congress in January, 1912, and pre- 
sented an indictment of seventeen principal defects in our 
American banking system. The first criticism mentioned: 
“We have no provision for the concentration of the cash 
reserves of the banks and for their mobilization and use 
wherever needed in times of trouble.” 

The old system required each bank to keep a large 
vault reserve and an undue amount with its correspondent 
banks. The accompanying table shows the extent to which 
the reserves of the banks of the country have been concen- 
trated in the Federal reserve system, these reserves rep- 
resenting about 70 per cent. of the bank reserves of the 
country, there being some 8,000 state banks outside of the 
Federal reserve system which are eligible for member- 


$270,018,000 
485,342,000 
735,000,000 


Member Banks 
Reserve Deposits in 
Fed. Res. Bk., N. Y. 


$102,061,000 
129,267,000 
144,355,000 
182,334,000 
188,425,000 
185,880,000 
226,177,000 
291,666,000 
515,814,000 
633,645,000 
639,016,000 
640,968,000 


December 24, 1914 
April 2, 1915 
August 6, 1915 
December 23, 1915 
April 7, 1916 
August 11, 1916 
December 22, 1916 
April 5, 1917 
August 3, 1917 
December 21, 1917 
April 5, 1918 
June 7, 1918 


Member Banks 
Reserve Deposits in 
Fed. Res. System 


ship and their total resources are upward of $7,000,000,000 
which, if added to the Federal reserve system, would 
strengthen it to 100 per cent. instead of 70 per cent. 

The changes in the loans and advances to member 
banks by the New York bank in connection with the Lib- 
erty Loan campaigns will serve to illustrate the ability of 
the Federal reserve banks to provide adequate assistance 
to member banks when needed: 


Amount of investments, bills discounted, advances, 
acceptances, held May 31, 1917, $66,200,000; July 19, 1917, 
$142,700,000. Low point reached in August, 1917. 


Low July 31, 1917... .$108,800,000 
High Nov. 30, 1917.... 522,400,000 


Low Dee. 15, 1917.... 262,800,000 
High May 10, 1918.... 655,600,000 sa Liberty Loan 


June 19, 1918, $538,000,000. 


Another criticism of the Commission states: “We 
have no effective agency covering the entire country which 
affords necessary facilities for making the domestic ex- 
changes between different localities and sections or which 
can prevent disastrous disruption of all such exchanges 
in times of serious trouble.” 

Under the old system, banks found it necessary to 
establish inter-relations with other banks maintaining ex- 
change balances to handle their exchanges and collections 
resulting in a very indirect and unscientific routing of 
checks, creating a “float” amounting to probably $600,- 
000,000, or more, estimated at times, and when the pinch 
came the individual banks drew down their balances and 
demanded currency, all of which resulted in the breaking 
down of domestic exchange. 

The collection system established by the Federal 
reserve banks has resulted in the ability to collect at par 
checks on 17,800 banks in the country, and through its 
system of telegraphic transfers money can be transferred 
from one part of the country to any other section within 
a period of two or three hours and without cost to the 
banks for whom the service is rendered. 

Under the direction of the Federal Reserve Board the 
Gold Settlement Fund in Washington was established 
through which balances are transferred between the vari- 
ous Federal reserve banks. 

The Federal Reserve Bulletin for May, 1918, gives 
the total for clearing and transfers from May 20, 1915 
(date of opening of the Gold Settlement Fund) to April 
18, 1918, as $45,924,868,500, and the total cost of operat- 


ona Liberty Loan 


Gold and Other Gold and Other 
Res. Held Py Res. Held by 
Fed. Res. Bk., N. Y. Fed. Res. System 
$249,786,000 $102,286,000 $258,316,000 

110,963,000 2 


1 


293,954,000 
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758,219,000 
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1,389,434,000 
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,473,294,000 
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139,137,000 
184,108,000 
169,618,000 
164,485,000 
174,698,000 
249,906,000 
723,735,000 
660,430,000 
703,264,000 
684,387,000 


286,112,000 


584,212,000 
1,421,382,000 
1,693,670,000 
1,877,433,000 
1,977,724,000 


| 
357,054,000 
338,938,000 
378,052,000 
455,942,000 
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ing this Gold Settlement Fund for the twelve Federal 
reserve banks for the entire year 1917 was $3,539.79. 

The Monetary Commission calls attention in another 
criticism to the fact that the United States had no in- 
strumentality which could deal effectively with the broad 
international questions affecting the dollar exchange and 
the international movements of gold. 

At the time of the opening of the Federal reserve 
system Sir George Paish, an English banker, then visiting 
the United States, said: “The future of your system will 
depend upon your ability to get under the control of the 
Federal reserve banks the scattered gold of your country.” 

As a result of the operation of the Federal reserve 
banks, out of the general stock of money on April 1, 1918, 
which was $6,480,181,525, the total stock of gold was $3,- 
042,708,319. The Federal reserve banks had accumulated 
and held on June 1, 1918, $1,917,826,000, and at the time 
of the panic in 1907, it is reported that the U. S. Treasury 
held about $1,200,000,000 of gold against which gold cer- 
tificates, dollar for dollar, had been issued, thus prevent- 
ing any further credit expansion with that gold as a basis, 
whereas the gold turned in by banks to the Federal 
reserve ‘banks can serve as a basis at 40 per cent. reserve 
for the issue of two and one-half times the amount of 
Federal reserve notes and as a basis of credit expansion 
in the country at large or probably $10 for each dollar of 
gold reserve turned in. In the accumulation of this gold 
the state banking institutions of the country have con- 
tributed loyally by sending in to the Federal reserve banks 
a portion of their gold holdings and it is expected that the 
Federal reserve banks will accumulate still more gold to 
protect the nation’s credit. : 

It might be of interest to know that, in addition to 
the present loans and advances by Federal reserve banks, 
the Federal reserve system could expand at the present 
time their credit loans, in addition to this, over $2,- 
000,000,000. 

Another criticism referred to “the lack of commercial 
paper of an established standard issued for agricultural, 
industrial and commercial purposes available for invest- 
ment by banks, and this leads to an unhealthy condition 
of loanable funds in great centers.” 

One or two records show what the Federal reserve 
banks are doing in this district. Total amount of agri- 
cultural and live stock paper under rediscount in the Fed- 
eral reserve system on March 29 was $31,676,000. Total 
rediscounts for the year 1917 by the Federal Reserve Bank 
of New York alone amounted to $6,513,000,000. 

Other criticisms referred to such matters as the ab- 
sence of a broad discount market. It will be of interest 
to note the progress which has been made in the last two 
or three years in developing a market for American bank- 
ers’ acceptances and for trade acceptances. The follow- 
ing shows the growth in the development of the purchase 
of acceptances, being the holdings of the Federal reserve 
banks on the periods mentioned: 


April $11,593,000 
April 89,030,000 


March 31, 1918.. 826,744,000 


One other item of interest is that in the first five 
months of 1918 the Federal Reserve Bank of New York 
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handled 16,880 acceptances, mostly bankers’, the total 
amount purchased being $367,164,000. 

Time does not permit me to speak of what the Fed- 
eral reserve system has. done to make credit facilities more 
equal in different sections of the country with more uni- 
form rates, but that a lowering and equalizing of rates 
has taken place to a marked degree is generally recognized 
so that rates are much more steady and reasonable than 
previous to the time of the inauguration of the system. 

The foregoing seems to point to the fact that the 
Federal reserve system, whatever its shortcomings and 
defects, which, by the way, are being rapidly corrected 
by appropriate legislation, the system has undoubtedly 
proved to be the greatest constructive piece of legislation 
ever enacted by Congress and its operations have carried 
the country through many periods in the last three and 
one-half years when, had it not existed, we should have 
undoubtedly had one or more panics, perhaps the worst 
that the country has ever experienced. 

No one recognizes the benefits of the Federal reserve 
system more than do the bankers themselves, but unfor- 
tunately there are only about 8,000 out of the 28,000 
banks in the country which are members at present of this 
system, most of the state banking institutions still remain- 
ing independent, and if the 8,000 or so state banking in- 
stitutions which are eligible by the size of their capital 
and surplus to become members of the Federal reserve 
system would do so and add, at least for the period of the 
war, their resources estimated at upwards of $7,000,- 
000,000 to the system, we would then have over 90 per 
cent. of the total banking resources of the country united 
in the Federal reserve system as a basis to withstand 
the great demands which will continue in an increasing 
way so long as the present war lasts. It must be remem- 
bered that this country must provide for the credit needs 
of the Allies as well as for our own needs. 

The Federal reserve system has brought security and 
immunity to the banking system. Our position in the 
past three and one-half years in international financing 
has been completely reversed. We have loaned to the 
Allies since our entry into the war, April 1, 1917, in round 
figures $5,500,000,000 up to June 15, in addition to credits 
extended which amounted to probably $2,000,000,000, be- 
fore the United States entered the war and the large 
amount of securities we have taken back from Europe. 

The state banking institutions should come in. There 
are a number of arguments offered as to why they should 
not join the Federal reserve system, but a close analysis 
shows that such financial loss as the Federal reserve ° 
system paying no interest on reserves and other similar 
reasons do not seem to have a basis for keeping the state: 
institutions out of the system when their resources are 
needed. As a matter of fact, the state banking institu- 
tions are depending now upon the Federal reserve system 
and must depend upon it as it is the only reservoir of 
credit of any size now in the world. 

Our banking system should be unified. All of our 
banking resources should be mobilized at this time so as 
to be regulated by one controlling direction. This would 
insure greater safety to banking institutions and to the 
individual depositors. It would enable the Federal Re- 
serve Board to control better foreign exchange and our 
international banking relations. 
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THOMAS B. PATON, GENERAL COUNSEL 


LEGAL QUESTIONS UPON TRADE ACCEPTANCES 


“With Chicago or New York Exchange” 


FIRM in Chicago have prepared a form of trade 
using the standard form but changing 

the form of acceptance to read: “Accepted (date) 
Payable at (designate bank or trust company) with 
Chicago or New York exchange.” A bank desires to 
know whether the addition of the words “with Chicago 
New York exchange” will destroy the negotiability of tc 
acceptance. 

The insertion of the words “with Chicago or New 
York exchange” will not affect negotiability. The Nege 
tiable Instruments Act expressly provides: “Sec. 2. The 
sum payable is a sum certain within the meaning of this 
Act although it is to be paid * * * 4, with exchange, 
whether at a fixed rate or at the current rate * * *” 


5 Per Cent. Discount if Acceptance Taken up Within 
Thirty Days from Date 


A business house uses the regular form of trade 
acceptance and prints on the face of the acceptance the 
following words: “5 per cent. discount will be allowed if 
this acceptance is taken up within thirty days from date.” 
The business house holds the acceptance in its own pos- 
session until the thirty day period has expired. If the 
buyer sends them the money, they allow him 5 per cent. 
discount, cancel the trade acceptance and return it to him. 
If he does not pay in thirty days they offer the trade 


acceptance to the bank for discount. At the time the 
acceptance is offered to the bank, the discount clause 
means nothing for the discount period has expired. The 
bank, however, desires to be sure that the negotiability 
of the instrument is not destroyed thereby. 

Whether the words “5 per cent. discount will be al- 
lowed if this acceptance is taken up within thirty days 
from date” will affect negotiability is something upon 
vhich the courts might take conflicting views. In Loring 

Anderson, 95 Minn. 101, a provision of this character 
was held not to affect negotiability. The note in question 
promised to pay the amount October 1, 1903, and con- 
tained the clause: “A discount of 6 per cent. to be allowed 
if paid on or before October 1, 1903.” The court declar- 
ing the note negotiable held that the quoted clause did not 
make the instrument uncertain as to amount. 

On the other hand, in National Bank of Commerce v. 
Feeney, 12 N. D. 156, a provision in a promissory note 
that, if paid before maturity, it should be discounted at 
12 per cent. was held to render the note non-negotiable by 
reason of the uncertainty thereby caused. 

There are not many decisions upon this proposition, 
and in our opinion the Minnesota court holds the better 
view, for it would seem that the amount payable under 
such a clause would be sufficiently certain. At the same 
time, as said, the courts may take different views upon 
the proposition. 


OPINIONS OF THE GENERAL COUNSEL 


SET-OFF AGAINST CUSTOMER’S ACCOUNT 


A bank has the right to apply its customer’s deposit 
toward payment of his demand note, notwithstand- 
ing the note is secured by deposit of collateral, and 
is not compelled to first resort to the collateral. 
From Michigan—We would appreciate your opinion 

(and references to legal decisions) as to a bank’s legal 

right to use a customer’s funds on de — to apply as part 

payment on the customer’s demand note, on which no 

+ ea for payment had been made; said note secured by 

sundry notes deposited as collateral—no stipulation being 

made in the demand note of the customer to the bank 
granting the bank the privilege of using funds on deposit 
in the manner indicated above. 

1. A bank has the right to apply the funds to the 
general credit of a customer toward payment of his 
demand note, held by the bank, although no demand for 
payment has been made. See, for example, Citizens 
Savings Bank v. Vaughan, 115 Mich. 156, where it was 
held that a demand note made to a bank by a depositor 
is due at once, within the rule that banks have a lien 
upon deposits for debts “due” from their depositors, and 
it may, therefore, without actual demand, be treated as 
a matured debt for the purpose of set-off in proceedings 
between the bank and the depositor. On this point the 


court said: “Did the bank have the right to offset the 
deposit of the mortgage company? If the note was due, 
the offset was properly allowed. It is conceded that banks 
have a lien upon deposits for debts due from their de- 
positors. No lien, however, attaches until the maturity 
of the debt. Bolles, Banks, §374; Gibbons v. Hecox, 105 
Mich. 513. The learned counsel for the receivers cite 
several authorities upon the question of reasonable time 
to be allowed before a demand note becomes overdue and 
dishonored. Those cases affect solely the liability of in- 
dorsers. They have no application in suits upon a note 
between the promisor and the promisee. In such a case 
the universal rule is that the note is due at once, and 
that no demand is necessary before bringing suit. Palmer 
v. Palmer, 36 Mich. 487 (24 Am. Rep. 605); Beardsley v. 
Webber, 104 Mich. 88; Peninsular Sav. Bank v. Hosie, 112 
Mich. 351. If the note be due so that suit may be brought 
without demand, it is also due, for the purposes of offset, 
when the promisor sues the bank to recover claims 
against it.” 

2. Where the demand note is “secured by sundry 
notes deposited as collateral,” the question arises whether 
the holding of the collateral deprives the bank of its 
ordinary right of set-off. There is a dictum to this effect 
in Furber v. Dane, 203 Mass. 108, where the court says: 
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“Securities pledged to the bank to secure a specified 
demand cannot be held for other demands though against 
the same debtor. * * * Accordingly the right of a bank 
to apply the deposit of its debtor to the payment of his 
matured indebtedness has been denied if that indebted- 
ness is fully protected by other collateral security * * * 
In our opinion, this is the proper rule.” But this language 
of the court was not necessary to the decision of the case, 
but pure dictum, and the cases cited by the court to sup- 
port it, do not support it. There is very little authority 
upon the specific point, but we believe the law to be that 
the bank’s right to set off its indebtedness upon general 
deposit account against its customer’s indebtedness to it 
upon a matured note, is not affected by the fact that the 
bank holds collateral security for the debt. \ 

In California, under a special statute (Code 726) 
providing that there can be but one action for the recov- 
ery of any debt secured by a mortgage, it has been held 
that the right of a bank to set off a matured indebtedness 
against the claim of a depositor does not permit of an 
indebtedness secured by a mortgage being so used as an 
offset. Marble v. Merchants Nat. Bank, 115 Pac. (Cal.) 
59. But the same case also holds that where personal 
property is pledged with the bank as security, the bank 
has a right to offset its matured claim against its cus- 
tomer’s deposit without proceeding to cdllect the security. 

Also in Cockrell v. Joyce, 62 Ark. 216, it was held 
that there is nothing inconsistent in a bank’s claim of 
general lien, and a claim of lien by special agreement, as 
by pledge of collateral, and that both will stand. See, 
also, Rush v. Citizens Nat. Bank, 114 Ark. 170. 

The conclusion is therefore reached that a bank has 
a right to apply its customer’s deposit toward payment 
of his demand note, notwithstanding the note is secured 
by deposit of collateral, and is not compelled to first 
resort to the collateral. 


STOP PAYMENT OF CHECK 


Drawee bank must obey customer’s instruction not to 
pay check where given before acceptance or payment 
and is not liable to holder for refusing payment. 
From South Carolina—What are the rights and what 

are the duties of a bank in regard to stopping payment 

of a check? A customer issues a check on us in payment 
of an automobile. He drives it home and discovers that 
the machine is not as has been represented to him. He 
instructs us in writing not to honor the check. The check 
is presented to us by a third party—a collecting bank. 

We refuse payment and protest check. We are made 

party to suit to compel payment of check. 

The Negotiable Instruments Law passed by the South 
Carolina Legislature in 1914 provides: 

“Sec. 189. A check of itself does not operate as 
an assignment of any part of the funds to the credit 
of the drawer with the bank and the bank is not 
liable to the holder unless and until it accepts or 
certifies the check.” 

A check, being a mere order on the bank to pay money 
from the drawer’s account, is subject to revocation by the 
drawer at any time before it is accepted or paid. It is 
the right and privilege of the drawer to instruct the bank 
not to pay and it is the duty of the bank to obey such in- 
struction and if it makes payment, contrary thereto, it 
does so at its peril. 
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In the case stated, your bank, having received an 
instruction from your customer not to honor a described 
check, properly refused payment and protested the same. 
The liability of your customer to the payee will be deter- 
mined in the suit which has been brought to compel its 
payment. Your bank is under no liability to the payee 
in view of the explicit provision of the statute above 
quoted and was not properly joined as a party defendant. 
Your attorney can readily obtain a dismissal as to. your 
bank. 


INDORSEMENT OF CHECK 


Check payable to “Mrs. Mary Osage” indorsed “Mary 
Osage” is properly indorsed and drawee bank is not 
justified in refusing payment because of omission of 
the prefix “Mrs.” 


From Kansas—A check drawn by a customer of ours 
in favor of “Mrs. Mary Osage,” indorsed by “Mary Osage” 
and banks outside this state is presented to us by a local 
bank for payment. We return this check to them for a 
more exact indorsement; in other words, we wished the 
check indorsed “Mrs. Mary Osage.” This item was pro- 
tested by the local bank’s order. Query: Were they justi- 
fied in so doing? Boiled clear down it amounts to the 
general question of whether a bank may refuse payment 
when prefix of this character is omitted in the indorse- 
ment of a negotiable instrument, where the payee is 
designated by such prefix. 

A bank impliedly agrees with its customer to honor 
his checks drawn against sufficient funds when duly 
presented and bearing proper indorsement. The indorse- 
ment “Mary Osage” of a check drawn payable to “Mrs. 
Mary Osage” was a proper and legal indorsement and 
the bank was not justified in refusing payment of the 
check so indorsed. The prefix “Mrs.” is no part of the 
name of the payee but only a title used in addressing a 
married female and not generally used in making her 
signature. In an opinion published in the JouRNAL for 
May, 19138, I cited authorities in support of the conclu- 
sion that a check payable to “Mrs. M. E. Smith,” in- 
dorsed “M. E. Smith,” was properly indorsed and -that 
the drawee should have honored such check provided there 
were sufficient funds. 


PAYMENT OF CERTIFICATE OF DEPOSIT 
UPON FORGERY OF PAYEE’S SIGNATURE 
BY MARK 


A bank which pays a certificate of deposit upon forgery 
of the payee’s signature, made by mark and witness, 
remains liable to the payee for the money but has 
right of recovery from the bank which collected the 
certificate upon forged indorsement. 


From Wisconsin—In your opinion, what would be 
the liability of the collecting bank, or Bank B, in the fol- 
lowing case? Mr. and Mrs. John Doe purchase a certifi- 
cate of deposit from Bank A. They are illiterate and 
se their signature by a mark. The certificate matures 

arch 13, 1917. In December, 1916, Dick Smith deposits 
this certificate in Bank C, he being the witness of the 
marks of Mr. and Mrs. John Doe. Bank C forwarded the 
certificate of deposit for collection to Bank B. Bank B, 
instead of immediately cashing the certificate at Bank A, 
remits to Bank C the amount and holds the certificate in 
their files until maturity, March 13, 1917. In January, 
1917, Dick Smith, who deposited the certificate of deposit 
with Bank C, was declared bankrupt and shortly after 
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committed suicide. Mr. and Mrs. John Doe now, inwJune, 
one year and three months after maturity of the certifi- 
cate of deposit, enter claim that their purported indorse- 
ment of the certificate was forged. Would Bank C have 
any reason to feel, or be justified in thinking, that Bank 
B was liable to them because the certificate they sent to 
Bank B for collection was not presented as soon as re- 
onves December, 1916, but held until maturity, March 
opinion as to the liability of Banks A, B and C in a case 
similar to this. 

I think in the case stated the loss would ultimately 
fall upon Bank C, which gave value for this certificate to 
Dick Smith. The issuing bank, A, having paid the 
certificate upon forged indorsement would, of course, 
remain liable to the payees but would have right of recov- 
ery against the person receiving payment. The rule which 
has been held in one or two cases that a bank is bound 
to know the payee’s indorsement upon its certificate of 
deposit has no application where the indorsement is by 
mark and witness and there is a clear right of recovery in 
such case from Bank C which collected the certificate 
through Bank B. I do not think the fact that Bank B 
remitted for the certificate before maturity and held 
same until maturity before collecting the amount from 
the issuing bank would have any bearing upon the ques- 
tion of liability. Nor would the fact that the payees of 
the certificate waited fifteen months before making claim 
upon the issuing bank for payment deprive them of their 
right to the money. 


GIFT OF BANK STOCK 


A valid gift of bank stock may be effected by delivery of 
same to the bank to be delivered to the donee upon 
death of the donor, provided there is an absolute and 
unequivocal surrender by the donor of dominion over 
the stock and it is clearly indicated that the bank is 
constituted trustee of the donee and not mere agent of 
the donor. 


From Kansas—A party having five children and fifty 
shares of stock in this bank desires to divide this equally 
among his children, assigning each certificate in blank, 
leaving them in our safe deposit box, to be delivered at 
his death. The purpose is to avoid paying state and na- 
tional inheritance tax, and we will thank you to kindly 
advise if: we can make such transfer legally without mak- 
ing transfer on our stock book. 

To constitute a valid gift inter vivos there must be a 
gift absolute and irrevocable taking effect immediately 
and a delivery to the donee or some one for him. Calvin v. 
Free, 66 Kan. 466. 

The donor must absolutely and unequivocally sur- 
render dominion over the stock in order to make the gift 
irrevocable, for if the donor delivers the property to a 
third person simply for the purpose of his delivering it 
to the donee as the agent of the donor, the gift is not 
complete until the property has actually been delivered to 
the donee. Bickford v. Mattocks, 50 Atl. (Me.) 894. 

In a recent Indiana case (Grant Trust & Savings Co. 
v. Tucker, 96 N. E. 487) the owner of Government bonds 
delivered them to a bank with an instruction written on 
the envelope to deliver them to his niece at his death. 
The court said that to make a valid gift inter vivos, the 
article given must be “unconditionally” delivered in the 
lifetime of the donor to the donee or to some third person 
for the use and benefit of the intended donee. If, how- 
ever, such third person be only the agent of the donor, the 


We should be pleased if you would give us your: 
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death of the latter revokes the authority of the agent and 
the gift is defeated. It was contended in this case that 
the decedent never parted with the control or title to the 
bonds in his lifetime and that all he did was to express 
a definite intention to give the bonds to the donee and 
appoint the bank his agent to execute such intention after 
his death; that the donee did not in the lifetime of the 
donor acquire any personal interest in the bonds; that 
control thereto did not pass to the donee or any one acting 
as trustee for her beyond the power of revocation by the 
donor at any time during his lifetime. The court said 
if this contention could be sustained, there was no valid 
gift. If the property remained under the control of the 
donor, though in the keeping of the bank and the bank 
was subject to his further direction as to its final disposi- 
tion, then its relation was that of an agent, If, however, 
the bonds were delivered to the bank by the donor with 
intention that the present title and ownership should pass 
to the donee subject only to the donor’s right to the accru- 
ing interest thereon during his lifetime, and such intention 
was carried into effect by the language employed and the 
things done in relation thereto, then the gift was executed 
and the bank became and was a trustee for the donee. 
The ultimate question as to whether the bank occupied the 
position as agent of the donor or trustee of the donee, was 
one of fact to be determined from the intentions of the 
donor, the writing upon the envelope containing the bonds, 
the situation and relation of the parties, the kind and char- 
acter of the property and the things said and done in 
regard thereto. The fact that the enjoyment of a gift is 
deferred until the donor’s death or that the earnings of 
the property given are reserved to the dénor during his 
lifetime will not defeat a gift otherwise valid. The court 
in this case found from all the facts that the bank held 
the bonds as trustee for the donee and upheld the validity 
of the gift. 

I have cited the above case at length to show the 
importance, in order to constitute a valid gift, of having 
the transaction of delivery to the bank clearly indicate 
that the father divests himself of all dominion and control 
over the stock, although it would seem he might reserve 
the right to dividends during his lifetime, and creates 
the bank as trustee of the stock for the donee. 

Assuming the character of the transaction is thus 
clearly established, then the further question arises 
whether the delivery of the stock to the bank as trustee 
for the children, indorsed in blank, is sufficient without 
having the transfer made on the stock-book. The stock 
in question is that of a national bank. It was held by 
the Supreme Court of the United States in Johnston v. 
Laflin, 103 U. S. 800 that as between seller and purchaser, 
the title to national bank shares is transferred by delivery 
of the certificate with power of attorney indorsed in blank, 
without the necessity of transfer on the books of the bank. 
There are other decisions to the effect that an unrecorded 
transfer is sufficient to pass title. I presume the same 
rule would apply to a gift as to a sale of bank stock. 


LOST, STOLEN OR DESTROYED 
LIBERTY BONDS 


Where coupon bonds of the Government are lost or stolen 
and are acquired by a bona fide purchaser from a 
finder or thief, the latter’s title is superior to that of 
the former owner and there is no provision of the 
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Federal statutes to protect the original owner in 
such case—But where such bonds are wholly or partly 
destroyed or defaced and can be identified, the Federal 
statutes provide for the issue of duplicates upon giv- 
ing of indemnity and also provide for the issue of 
duplicates for lost or destroyed registered bonds. 


From West Virginia—Is there any provision whereby 
the Government will replace lost, stolen or destroyed Lib- 
erty Bonds? If so, please explain the method. Again, 
suppose a person negotiates in good faith for a bond from 
a person other than the rightful owner, will his title to 
the bond be good? 


There is no provision of the Federal statutes under 
which the Government undertakes to protect the owner of 
lost or stolen coupon bonds of the Government, which are 
payable to bearer. Such bonds are negotiable and if the 
owner loses them, the loss is his and a bona fide purchaser 
from the finder or thief would be protected in his title. 

Provision, however, is made for the relief of the 
owner of coupon bonds of the Government which have been 
wholly or partly destroyed or defaced. The United States 
Revised Statutes provide as follows: 

Sec. 3702. Whenever it appears to the Secretary 
of the Treasury, by clear and unequivocal proof, that 
any interest-bearing bond of the United States has, 
without bad faith upon the part of the owner, been 
destroyed, wholly or in part, or so defaced as to im- 
pan its value to the owner, and such bond is identified 

y number and description, the Secretary of the 

Treasury shall, under such regulations and with such 
restrictions as to time and retention for security or 
otherwise as he may prescribe, issue a duplicate there- 
of, having the same time to run, bearing like in- 
terest as the bond so proved to have been destroyed 
or defaced, and so marked as to show the original 
number of the bond destroyed and the date thereof. 
But when such destroyed or defaced bonds appear to 
have been of such a class or series as has been or 
may, before such application, be called in for redemp- 
tion, instead of issuing duplicates thereof, they shall 
be paid, with such interest only as would have been 
paid if they had been presented in accordance with 
such call. 

Sec. 3703. The owner of such destroyed or de- 
faced bond shall surrender the same, or so much 
thereof as may remain, and shall file in the Treasury 
a bond in a penal sum of double the amount of the 
destroyed or defaced bond, and the interest which 
would accrue thereon until the principal becomes due 
and payable, with two good and sufficient sureties, 
residents of the United States, to be approved by the 
Secretary of the mag ng? with condition to indemnify 
and save harmless the United States from any claim 
upon such destroyed or defaced bond. 


In an opinion rendered by the Attorney-General of 
the United States in 1878, it was held that Section 3702 
does not authorize relief to be given in the case of coupons 
destroyed or defaced after their separation from the bonds 
to which they were attached. Its provisions apply solely 
to destroyed or defaced interest-bearing bonds. Coupons, 
whilst remaining attached to the bonds with which they 
were issued, are to be regarded as parts thereof and if 
then defaced or destroyed, the case would fall within the 
section as one of partial defacement or destruction of the 
bond, but lose that character after being detached. 15 
Op. Atty. Gen. 439. 

Your inquiry relates to coupon bonds. In the case of 
lost or destroyed registered bonds, the United States Re- 
vised Statutes provide: 

Sec. 3704. Whenever it is proved to the Secretary 


of the Treasury, by clear and satisfacto evi- 
dence, that any duly registered bond of the United 
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States, bearing interest, issued for valuable considera- 
tion in pursuance of law, has been lost or destroyed, 
so that the same is not held by any person as his own 
property, the Secretary shall issue a duplicate of such 
registered bond, of like amount, and bearing like inter- 
est and marked in the like manner as the bond so 
proved to be lost or destroyed. 

Sec. 3705. The owner of such missing bond shall 
first file in the Treasury a bond in a penal sum equal 
to the amount of such missing bond, and the interest 
which would accrue thereon, until the principal 
thereof becomes due and payable, with two good and 
sufficient sureties, residents of the United States, to 
be approved by the Secretary of the Treasury, with 
condition to indemnify and save harmless the United 
— from any claim because of the lost or destroyed 

ond. 


CRIMINAL LIABILITY OF CORPORATION 
AND OFFICERS FOR ISSUING 
BAD CHECKS 


Where a statute makes it a misdemeanor for any person, 
with intent to defraud, to issue a check upon a bank 
wherein the maker has insufficient funds, and a cor- 
poration depositor habitually overdraws its account, 
the corporation as well as the issuing officer is liable 
to prosecution, arid the president and treasurer who 
do not sign such checks, but have knowledge of and 
power to prevent their issue are, probably, also sub- 
ject to prosecution. 


From Colorado—We have a corporation carrying an 
account with us which frequently overdraws. I would like 
to know if the president and treasurer can be prosecuted 
criminally under the statute providing punishment for 
overdrafts even though the said president and treasurer 
do not sign the checks personally, but presumably have 
knowledge of the fact of the checks being issued without 
funds in the bank to meet them. 

The statute of Colorado provides: 

Section 1. Any person who, with intent to de- 
fraud, shall make and deliver or draw and deliver 
or utter or give any check or draft upon any bank 
or banking association wherein such maker or drawer 
shall not have sufficient funds or credit for the pay- 
ment of same, shall be guilty of a misdemeanor, and 
upon conviction thereof shall be fined not to exceed 
$500 or imprisoned in the county jail not to exceed 
six months, or shall suffer both such fine and im- 
prisonment; and the fact that payment of such check, 
when presented in the usual course of business, shall 
be refused by such bank or banking association for 
lack of sufficient funds to the credit of the drawer or 
maker with which to pay the same, shall be prima 
facie evidence of the fraudulent intent hereinabove 
mentioned. 

Sec. 2. All acts and parts of acts in conflict here- 
with are hereby repealed. (Sess. L. Colo. 1915, ch. 71, 
p. 196). 


1. Under this, the corporation itself which continually 
overdraws its account would be subject to prosecution and 
upon conviction could be fined. While the statute does 
not designate a corporation eo nomine, the word “person” 


‘includes “corporation.” A corporation may be indicted 


for a misdemeanor. People v. Clark, 14 N. Y. Supp. 642. 
It would have to be established that the officers or agents 
issuing the overdrawn checks in the name of the cor- 
poration had authority so to do and that they were issued 
with intent to defraud. The fact of refusal of payment 
by the bank for insufficiency of funds would establish, 
prima facie, the fraudulent intent and the burden would 
be upon the corporation to disprove such intent. 
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2. The officers or agents of the corporation who signed 
and issued the overdrafts in the name of the corporation 
would also be subject to prosecution under the act. The 
agents of a corporation who violate state laws or munici- 
pal ordinances may be arrested and punished like other 
individual offenders; for ultra vires acts the agents 
responsible for them are usually the only ones who may 
be punished, and for acts not ultra vires the agents may 
be punished, though the corporation may also be punished 
as a joint offender. American Fork City v. Charlier, 43 
Utah 231. 

8. With reference to the criminal liability of the 
president and treasurer of the corporation who did not 
sign the checks, but who “presumably have knowledge of 
the fact of the checks being issued without funds in the 
bank to meet them,” while a corporate officer is criminally 
liable where he is the actual, present and efficient actor 
behind the corporation (U. S. v: Winslow, 195 Fed. 578, 
581), it is generally held that the officer is not liable un- 
less he participates in the unlawful act either directly or 
as an aider, abetter or accessory. A corporate officer, 
without regard to his position, is ordinarily not criminally 
liable for corporate acts performed by other officers or 
agents of the corporation. State v. Carmean, 126 Ia. 291. 

But somewhat contrary to the general rule that a 
corporate officer is not ordinarily criminally liable for 
corporate acts performed by other officers or agents, 
unless he participates either directly or as an aider or 
accessory, some cases hold that mere knowledge of the 
violation of the statute on the part of an officer of a 
corporation, where he has power to prevent such violation, 
will make him liable. 

Thus in Crall v. Commonwealth, 103 Va. 855, it was 
held that: the vice-president and general manager of a 
corporation, in charge of its business, who knows that 
subordinate agents of the company are peddling its goods 
without & license, may be punished criminally therefor, as 
for peddling without a license; that a principal is prima 
facie liable for the illegal acts of an agent done in the 
general course of an illegal business authorized by the 
principal, and if it be a misdemeanor he may be indicted 
without reference to the agent. On this point the court 
said: “When the agent performs the illegal act under an 
absent principal’s direction, either expressed or implied, 
this imposes responsibility on the principal.” 

And in your own state of Colorado in the case of 
Overland Cotton Mill Co. v. People, 32 Colo. 263, an officer 
of a corporation was held liable for the violation of a 
statute committed by an agent of the corporation where 
the officer knew, or should have known, that the statute 
was being violated and it was within his power to have 
prevented such violation. In that case the Colorado 
statute provided that any person employing a child under 
fourteen in a mill or factory should be guilty of a mis- 
demeanor. It did not appear by whom the hiring was 
done in the case before the court, but both the general 
superintendent and the assistant superintendent had au- 
thority to hire employees. Referring to the liability of 
the assistant, the court said that it appeared that “by 
reason of his relationship to the company and the per- 
formance of his duties, he either knew or, by the exercise 
of due diligence upon his part should have known, that 
a minor under the prohibited age was in the employ of the 
company. For this reason he must be held as having 
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violated the statute, for it was within his power, by virtue 
of the relationship he bore to the company, to have pre- 
vented the employment.” 

This case is probably extreme. In State v. Parsons, 
12 Mo. App. 205, the president of an oil company was 
indicted for refilling barrels without first erasing the 
brand of the state inspector. The court held that proof 
that two employees of the corporation were doing this 
unlawful act would not warrant an inference of guilty 
knowledge on the part of the president of the corporation. 

Without further citation, I think the president and 
treasurer of the corporation might be subject to criminal 
prosecution, although they did not sign the overdrafts per- 
sonally, if it could be shown either (1) that they directed 
the issuing of such overdrafts or (2) aided or abetted such 
issue or (3) possessed knowledge of such issue and had 
the power to prevent same. On this latter point the 
authorities may not be entirely in accord, but under the 
law of Colorado it would seem that knowledge by an 
officer of a corporation of the violation of a statute making 
it a misdemeanor to issue a check against insufficient funds 
by an agent of the corporation, with power to prevent such 
violation, is sufficient for a conviction. 


DELIVERY OF DEPOSIT AWAY FROM BANK 


It is essential that a depositor should deliver his deposit 
at the bank to one authorized to receive same, and if 
he delivers the deposit to an officer or agent away 
from the bank, he makes the latter his own agent 
and takes the risk of the money reaching the bank 
to his credit, 

From Maryland—On his way to the bank one of our 
clerks was handgd by a messenger a deposit of a customer 
consisting of cash and checks tied up in a package. When 
he arrived at tle bank and opened the package he found 
that the amount of cash was $100 less than indicated by 
the customer on his — slip. He had the teller verify 
the amount and immediately endeavored to get into tele- 
phone communication with the customer, but did not suc- 
ceed until the afternoon, when he advised him of the 
shortage. The customer claims positively that the amount 
as listed by him was correct and says, “I will expect the 
bank to correct this error.” Although the customer is a 
good depositor and friend of the bank we, of course, will 
deal with the matter entirely on its merits. Do you 
know of a court decision that will cover the matter? 

It has been decided that a bank cannot be held 
liable for money paid to its cashier away from the bank 
which never reaches the bank, even if paid to Lim because 
he is cashier and it was to be carried to the bank and 
deposited. Until the money is actually put in the bank’s 
possession at the bank, the cashier is agerit of the deposi- 
tor and not of the bank, and the bank is not liable if the 
money is not in fact paid over to it. Demarest v. Holde- 
man, 73 N. E. (Ind.) 714. See, also, Morse on Banking, 
5th Edition, Secs. 46, 168(f£) and 179. 

According to the law, therefore, your customer, 
through his messenger, constituted your clerk his agent to 
take his money to the bank and your bank did not become 
liable except for the amount received at the bank. The 
dispute as to shortage would be a personal matter for set- 
tlement between your customer, his messenger and your 
clerk, and there is no liability of your bank in the prem- 
ises. 
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News of the A. B. A. Sections 


TRUST COMPANY SECTION 


Frank W. Blair, President of the Trust Company 
Section, sent a special communication, June 10, to all 
members of the section relative to Senate Bill 4426, pro- 
viding for the guaranty of deposits in national banks. 
“The principle of guaranty of deposits has always been 
consistently opposed by the American Bankers Associa- 
tion,” said the special communication. “Opposition to the 
passage of the bill seems to be very general and there 
should be no cessation of effort to defeat the measure.” 
Members of the section were asked to communicate at once 
with their Senators and Congressmen urging them to 
oppose the bill. 


Trust company officers who attended the Atlantic 
City convention received a letter, shortly after the con- 
vention, asking them what benefit they had received from 
the section and other meetings, what (in their opinion) 
could have been omitted from the program and what they 
had to suggest for inclusion in the program for the next 
convention. To these queries a large number of answers 
was received, and the unanimity of opinion expressed is 
interesting and gratifying. The consensus of opinion was 
that much benefit had been derived, not only from the 
topics discussed but through the intercourse with trust 
company men from all over the country. The program 
for the Trust Company Section meetings to be held on 
Tuesday, September 24, in conjunction with the Chicago 
convention, is being arranged with great care in order 
that the maximum benefit may be given to every trust 
company representative in attendance. Communications 
in reference to special subjects which the members may 
desire to have placed on the program will be given prompt 
attention if addressed to President Frank W. Blair, c/o 
Union Trust Company, Detroit, Mich., or the Secretary 
of the Section, 5 Nassau Street, New York. It is hoped 
that all trust companies will arrange to send representa- 
tives to these meetings, at which matters of interest and 
value to all members will be presented and discussed. 


SAVINGS BANK SECTION 


Information was secured recently to the effect that 
the International Banking Corporation in Pekin, China, 
has established a savings department. It was started 
March 20, 1918; on May 30 it had deposits of $50,000. 
Interest is paid at 4 per cent.; deposits made before the 
fifth of each month draw full month’s interest. The 
savings department is patronized very largely by Chinese 
outside the legation headquarters. 


There are 622 mutual savings banks in the United 
States, with aggregate resources of $4,547,941,986.84; 
$2,221,426,278.04 has been used to build and pay for homes 
and business buildings; $1,999,131,810.54 is invested in 
bonds of municipalities, governments, states, railroad, 
public utilities and bank stock; $39,811,988.37 is invested 
in bank buildings; $19,452,143.50 is invested in real estate; 
$213,672,962.82 constitutes the amount of cash in banks; 
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$26,135,692.28 is the amount of cash on hand; while other 
assets of miscellaneous character amount to $28,311,110.29. 


The Hibernia Savings and Loan Society, the only 
mutual savings bank located in California, has been doing 
excellent service in aid of Liberty bonds and War Savings 


A Liperty LOAN AND War SAVINGS DISPLAY 


campaigns. The illustration herewith shows a very 
effective way of maintaining adequate facilities for 
service to customers, depositors, Americans and the gov- 
ernment. It is most artistic and commendable. 


CLEARING HOUSE SECTION 


Why the agitation for the guarantee of deposits? 
John W. Wilson, examiner for the Los Angeles Clearing 
House Association, is authority for the statement that 
during the past ten years no depositor has lost a dollar 
because of the failure of any bank under clearing house 


examiner supervision. The Clearing House plan affords 
a means through which the composite judgment and ex- 
perience of the best banking minds of any community may 
be placed at the disposal of the managing officer of every 
associated bank or trust company in the community. A 
well organized clearing house examination department is 
of inestimable value. It serves as a credit department for 
the associated banks; provides for the proper appraise- 
ment of assets behind the loans of its members where in- 
ventories and reliable certified statements are not avail- 
able. Such a department can be operated at_a small 
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expense, and should be organized in every community 
wherein a sufficient number of banks, the examination of 
which would require the time of one or more competent 
men, are located within a reasonable radius. 


The Advisory Council of the Federal Reserve Board, 
made up of men whose ability, judgment and standing are 
unquestioned, and whose opinions command the respect 
of the entire banking and business world, made the fol- 
lowing recommendation regarding Senate bill No. 4426: 
“We are opposed to the guaranty of bank deposits in any 
form, believing it to be wrong in principle. Inasmuch as 
the official report of the Comptroller of the Currency 
shows the loss to depositors in failed national banks to be 
less than three one-thousandths of 1 per cent. during the 
last three years, and with the government offering the 
highest possible security to induce the use of hoarded 
funds the necessity of such legislation is not apparent. 
The Council reaffirms its declaration of April 18, which 
said: “A plan might, however, be devised by the Federal 
Reserve Board which would provide for prompt relief to be 
given depositors of failed member banks.” Many clearing 
house associations, large and small, have passed strong 
resolutions opposing this measure on the ground that its 
enactment into law would enable bankers who have not 
established a reputation for honesty, fair dealing and good 
judgment through the protection afforded, to attract busi- 
ness away from strong, worthy bankers who have spent 
a lifetime in building up institutions of real merit. 


The suggestion offered by the Clearing House Sec- 
tion about two years ago is bearing fruit. Many banks 
and trust companies in clearing house cities and towns 
are now making service charges on accounts that average 
below a certain amount, say $100 or $200. In one small 
city where a charge of 50 cents per month is made against 
all accounts where balances average less than $100, the 
revenue yielded is more than $7,000. This is an item 
worthy of consideration. 


The following is from a letter received from the 
Orange National Bank of Orange, N. J., upon this subject. 
Many such letters have been received. A large number 
of clearing houses have adopted special rules under which 
their respective members apply these monthly service 
charges. As is indicated in the following, the public, when 
the situation is explained, is perfectly willing to pay this 
legitimate fee: “A little over a year ago the banks of 
this Clearing House brought to us the question of service 
charges and interest paid on balances. We formulated a 
plan of charging 50 cents a month on accounts averaging 
under $100 on which there are more than eight trans- 
actions in the month. In the comparison of results at the 
annual meeting of our associates, we found that the gen- 
eral trend has been to increase balances and close out 
small accounts into the savings department. The change 
was brought about with very little objection and quite a 
good deal of recommendation and is working along 
smoothly.” 


The annual meeting of the Clearing House- Section, 
which affords a splendid opportunity for the exchange of 
ideas pertaining to the system, methods and practices 
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among associated banks, will be held at the Congress 
Hotel, Chicago, Tuesday, September 24. Clearing house 
associations are entitled to representation at this time on 
the following basis: “Every clearing house association is 
entitled to be represented by one delegate for every five 
members thereof. Any clearing house association having 
less than five members shall be entitled to one delegate, 
but other than this, no fractional part of five members 
shall entitle a clearing house to an additional delegate.” 

It is hoped that every banker who is interested in 
clearing house affairs will arrange to attend this meeting, 
and that every clearing house will be represented by its 
full quota of delegates. Those who attend will not be 
disappointed. 


NATIONAL BANK SECTION 


The call of May 10, 1918, shows the total resources 
of the national banks of the United States $18,249,000,000, 
an increase of $2,105,000,000 in twelve months. The de- 
posits totaled $14,385,000,000, an increase of $1,309,000,000 
during the year. Loans and discounts reached the grand 
aggregate of $9,260,000,000, being an increase of $508,- 
000,000. Cash on hand and due from the Federal reserve 
banks increased $133,000,000; bills payable and redis- 
counts increased $751,000,000; national bank note circula- 
tion increased $24,345,000. The banks held an excess of 
reserves over that required of $114,668,000. The per- 
centage shown in Central reserve cities was 14.62; reserve 
cities, 11.14, and country banks, 7.74. The total reserves 
on May 10, as compared with one year previous, showed 
a reduction of .47 per cent. 


Not a single national bank failed during the five 
months preceding May 10. The losses on account of fail- 
ures of national banks during the past three years have 
been only .003. This speaks well for the Federal reserve 
system, and the improved supervision that has been 
afforded. 


Sixty new charters for national banks, with capital 
aggregating $8,430,000, were granted in the five months 
ending with May 10. During the same period of 1917 
charters were granted to banks with a capitalization of 


$4,185,000. The total number of national banks, May 31, 
1918, was 7,707. 


On May 10 the national banks held Liberty bonds, 
other United States bonds and certificates of indebtedness, 
aggregating $2,657,000,000—an increase of $1,889,000,000 
over May 1, 1917. 


Every national banker should make his plans early 
to attend the annual meeting of the National Bank Sec- 
tion, which is to be held in Chicago, Wednesday, Sep- 
tember 25. Representative bankers from every section of 
the United States will be present. Information and ideas 
of tremendous value will be exchanged. A strong pro- 
gram has been prepared. Your experiences will be of 
benefit to others, and the experiences of others will be of 
valuable aid to you. Don’t miss this splendid opportunity 
of getting in touch with the entire banking fraternity. 


= 
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Although the State Vice-Presidents are elected at the 
annual conventions of their respective state bankers’ 
associations, they do not take office until immediately after 
the annual convention of the American Bankers Associa- 
tion next following their election. The terms of office of 
the Section Vice-Presidents for 1918-19 will begin with 
the close of the convention at Chicago, September 28, 
and will end with the next annual convention thereafter. 
An outline of activities for the Vice-Presidents is being 
prepared, and will be distributed at an early date. 


With the development of the trade acceptance, a 
number of problems will confront the banking fraternity. 
The first one that has bobbed up is that of service, ex- 
change and collection charges. The laws in all but the 
following states—Georgia, Illinois, Kansas, Minnesota, 
Nebraska, South Dakota and Texas—provide that trade 
acceptances may be treated the same as checks; that is, if 
made payable at a bank, they may be charged to the 
accounts of the acceptors. In actual practice bankers 
will likely notify their customers before charging accept- 
ances to their accounts. 


Considerable work will be involved that does not 
pertain to the handling of checks. Trade acceptances will 
be received at the point of payment several days before 
maturity, will need be ticklerized and given special atten- 
tion. In fact, the handling of the trade acceptance, from 
the day of its origin until the date of its maturity, will 
entail greater care and more work than does the actual 
handling of ordinary checks. The merchants and other 
business people will be relieved of censiderable work in 
the handling of the accounts—sending out drafts, duns, 
collection notices, etc. This work will be centralized in 
the banks, where it can be done at less expense than it is 
now being done by the promiscuous business houses. The 
merchants and business people should be given advantage 
of the reduced cost, but should be willing at all times to 
allow fair and equitable compensation to the banks. 


Twenty-three committees which are each made up of 
three competent bank officials, are now giving consideration 
to the proposition of a uniform schedule of exchange and 
collection charges, to apply to this branch of the business. 
It is believed their report will cover the right answer. 
Pending the completion of the report of these committees, 
no abuse in the way of charges should be made. It is 
believed that if this proposition is properly handled now, 
a plan will be worked out that will be satisfactory to all 
concerned, will be fair and equitable, and that the same 
difficulties that have arisen in connection with the col- 


‘lection of checks and other cash items, will be obviated. 
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STATE BANK SECTION 


The State Bank Section meetings at the Chicago con- 
vention of the American Bankers Association next Sep- 
tember will be very informal. There will be a business 
session on Wednesday morning, September 25, and an 
open meeting during the afternoon of the same day. At 
the morning session, the address of E. D. Huxford, 
President of the State Bank Section, will be made and the 
standing committees of the section will submit their 
reports. In connection with these reports considerable 
discussion is expected. The General Service Committee 
of the Section will consider the subject of printing and 
lithographing and has already invited George Lewis of 
the American Bankers Association to make an address in 
this connection. The membership committee may perhaps 
call attention to the fact that the new members of the 
American Bankers Association consist largely of state 
institutions. 


The subject of Fidelity and Burglary Insurance will 
be considered at a special session of the State Bank Sec- 
tion on Tuesday afternoon, September 24. The plan pre- 
pared under the auspices of the Insurance Referendum 
Committee of the American Bankers Association will be 
explained by Henry A. Moehlenpah and other members 
of this committee and a free-for-all discussion will doubt- 
less ensue. At a joint meeting of the State Bank, National 
Bank, Trust Company and Savings Bank Sections on 
Tuesday evening, September 24, the subject of the “Fed- 
eral Reserve System” will be discussed. A wealth of 
opinions both pro and con is expected. 


Many subjects of interest to state banks will be dis- 
cussed in Round Table talks on the afternoon of Wed- 
nesday, September 25. The following subjects have al- 
ready been suggested: 

Bank Democracy. 
Hazards in Everyday Banking. 
Profit and Loss in Small Loans. 
Contract Rates of Interest. 
. Charges for Presenting Drafts and Furnishing 
Credit Information. 

6. Our National Bank Brethren. 

7. Homestead Exemptions. 

8. State Banks and the American Bankers Associa- 
tion. 

9. Should State Banks Perform Trust Functions? 

10. Characteristics of Live Stock Paper. 

11. Savings Accounts and Certificates of Deposit. 

12. Women in Banks. 

State bankers are invited to suggest any additional 
subjects that may be of interest. 
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Conventions of State Associations 


OREGON 


According to a distinguished but modest visitor at" 
the thirteenth annual convention of the Oregon Bankers 
Association, “even the eclipse of the sun did not dim the 
light of Bend hospitality.” The convention began June 
7 and ended with the eclipse on June 8. Other important 
features of the convention were addresses by John 
Clausen, vice-president Crocker National Bank, San 
Francisco; J. A. Bexall, dean, School of Commerce, Ore- 
gon Agricultural College, Corvallis; C. C. Chapman, 
editor Oregon Voter, Portland; R. A. Blanchard, agri- 
culturist, Live Stock State Bank, North Portland; A. G. 


Clark, secretary Home Industry League, Portland, and E, - 


N. Strong, assistant manager Oregon Life Insurance Co., 
Portland. George E. Allen, representing the American 
Bankers Association, also spoke. 

A pleasant feature of the entertainment was a trout 
dinner at the Emblem Club at which young women ar- 
rayed in the national colors served speckled beauties in 
their natural colors. 

The following are the officers elected: President, E. 
G. Crawford, vice-president United States National Bank, 
Portland; vice-president, C. S. Hudson, president First 
National Bank, Bend; secretary, J. L. Hartman, Hart- 
man & Thompson, bankers, Portland (re-elected); treas- 
urer, A. K. Parker, cashier First National Bank, Joseph. 


The A. B. A. elections were: Vice-president, E. D. 
Cusick, president J. W. Cusick & Co., bankers; member 
Nominating Committee, Emery Olmstead, vice-president 
Portland Trust Co. of Oregon, Portland; alternate member 
Nominating Committee, W. L. Thompson, president Amer- 
ican National Bank, Pendleton. 


IDAHO 


The fourteenth annual convention of the Idaho Bank- 
ers Association was held at Pocatello, June 3 and 4. 
President Blackwell delivered the chief address in which 
he urged the state banks to join the Federal reserve sys- 
tem. G. R. Hitt, banking commissioner for Idaho, spoke 
on “Why State Banks Should Become Members of the 
Federal Reserve System.” O. E. Howard addressed the 
convention on “Banking in War Times.” M.’B. Gwinn’s 
talk concerned livestock and F. L. Davis discussed bank 
accounting. Other speakers were C. B. Walker of Driggs, 
G. F. Clark of Seattle, and R. A. Blanchard of North 
Portland. 

The entertainment provided included tea at Hotel 
Yellowstone, an automobile drive, reception, ball and 
smoker. 

The A. B. A. elections were as follows: Vice-President, 
J. C. Blackwell, cashier Parma State Bank, Parma; mem- 
ber Nominating Committee, Guy E. Bowerman, president 
First National Bank, St. Anthony; alternate member Nom- 


inating Committee, G. R. Hitt, banking commissioner for 
Idaho, Boise. 
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CONVENTION CALENDAR 


DATE 
July 9-10 
July 10-12 
July 11-12 
Aug. 9-10 
Sept. 4-5 
Sept. 4-5-6 
Sept. 5 
Sept. 13-14 
Sept. 17-19 


South Carolina 
North Dakota 


Colorado Springs 
American Institute of Banking, 

Denver, Colo. 
éept. 18-19 Indianapolis 
Sept. 19-20 
Sept. 23-28 
Oct. 1-2-3 


West Virginia 
American Bankers 


Nov. 8-9 


Investment Bankers. .....St. Louis, Mo. 


TENNESSEE 


The twenty-eighth annual convention of the Ten- 
nessee Bankers Association, held on Signal Mountain, 
May 28, 29, 30, was not largely attended, but the program 
was a strong one, and the meeting was looked upon by 
those attending as well worth while. This is the first 
time a Tennessee convention has used three days, and 
the plan was followed this time in order to leave inter- 
vals in the program for the visiting bankers to use as 
they preferred. 

The principal addresses were made by Major George 
W. Simmons, St. Louis; Charles A. Hinsch, Cincinnati; 
Joseph T. Howell, Cumberland Valley National Bank, 
Nashville; Thomas R. Preston, Hamilton National Bank, 
Chattanooga; Jerome Thralls, New York. : 

The meeting was presided over by Sterling Fort, 
president of the Northern Bank of Tennessee, Clarksville. 

A resolution was adopted favoring the widest possible 
use of the trade acceptance in the state of Tennessee. A 
resolution was adopted opposing the passage of Senate 
bill No. 4426 providing for the guaranty of deposits. 

In response to the request of the Superintendent of 
Banks, a committee was appointed with instructions to 
attend the conference to be held in St. Louis, about July 
15, for the purpose of considering ways and means of 
forming a national council of state banks. 

A resolution was adopted recommending an amend- 
ment to the state laws providing for a contract rate of 8 
per cent., with the suggestion that there be included a 
provision for a service charge of not more than 50 cents 
on each note. 

Fifteen applications for membership in the American 
Bankers Association were taken at the convention. 

Fred Collins, of the Milan Banking Company, Milan, 
was elected to succeed W. A. Sadd, of Chattanooga, as 
a member of the Executive Council of the American 
Bankers Association. Tentative membership on the 
Council was voted to J. E. Fox, of Rockwood, conditioned 
on making the necessary increase in membership.. Other 


ASSOCIATION PLACE 
Wisconsin ..................Milwaukee 
Illinois Springfield 
Delaware Wilmington 

Kansas City, Mo. 

|_| 
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elections for the American Bankers Association are: Vice- 
President, T. M. Salter, vice-president Central State Na- 
tional Bank, Memphis; member Nominating Committee, 
R. E. Mooney, cashier City National Bank, Knoxville; 
alternate member Nominating Committee, J. S. McHenry, 
vice-president Fourth and First National Bank, Nashville. 
The officers elected for the coming year are as fol- 
lows: President, Capt. Chas. A. Lyerly, president First 
National Bank, Chattanooga; vice-presidents, J. E. 
Quisenberry, cashier Hiwassee Bank, Charleston; R. E. 
Donnell, president State Bank and Trust Co., Nashville; 
George E. Farmer, cashier. The Peoples Bank, Martin; 
seoretary, F. M. Mayfield, Nashville (re-elected); treas- 
urer, N. Giles Carter, cashier First National Bank, Harri- 
man. 
F. M. Mayfield having gone to war, the work of his 
office is directed, for the present, by Jno. J. Heflin. 


KANSAS 


The thirty-first annual convention of the Kansas 
Bankers Association was held at Hutchinson, May 21 and 
22. Although falling on the same days scheduled for the 
Red Cross drive in Kansas, the convention was well 
attended and the registration reached almost 900. There 
were addresses by W. Y. Morgan, Lieutenant-Governor of 
Kansas, “The Glad Hand”; President Thos. B. Kennedy, 
Junction City; W. J. Bailey, Atchison, “The Bankers’ Bat- 
talions”; C. L. Davidson, Wichita, “The Liberty Loan”; 
Lieutenant B. J. Codge; Ira G. McCormack, Camp Funs- 
ton, “The Great Red Triangle, Knights of Columbus and 
Hebrew War Society”; Walter E. Wilson, Topeka, “Watch- 
man, What of the Night?”; W. M. Jardine, Manhattan, 
“The Season’s Promises”; Charles A. Hinsch, President 
of the American Bankers Association, “Our Merchant 
Marine”; Clarence Ousley, Washington, D. C., “On the 
Battle Front at Home”; W. I. Nolan, Minneapolis, “The 
Spirit of America”; Asa E. Ramsay, Kansas City, “The 
Strengthening of the Federal Reserve System”; Thornton 
Cooke, Kansas City, “Practical War Time Business”; 
Frank L. Martin, Hutchinson, “The Soldiers’ and Sailors’ 
Civil Relief Act”; P. W. Goebel, Kansas City, “Finally 
Brethren.” The entertainment included a fine out-door 
picnic for the entire delegation with dinner served at 
the country club. 

Resolutions were adopted declaring for co-operation 
with the American Trade Acceptance Council and indors- 
ing the form of warehouse receipts recommended by the 
American Bankers Association. 

On account of the vast territory covered by three of 
the six groups, and because of the vastly’ increased num- 
ber of banks in the state since it was originally divided 
into groups, the boundary lines of certain of the groups 
‘were changed to admit of the creation of two new ones, 
making altogether eight groups as now constituted. 

The newly elected officers are: President, F. H. 
Foster, president Fort Scott State Bank, Fort Scott; vice- 
president, J. R. Burrow, president Central National Bank, 
Topeka; secretary, W. W. Bowman, Topeka; assistant sec- 
retary, Fred. M. Bowman, Topeka; treasurer, A. H. Suter, 
cashier Commercial National Bank, Hutchinson. 

The A. B. A. elections are as follows: Vice-president, 
W. F. Hughes, vice-president Union National Bank, 
Beloit; member Nominating Committee, C. G. Cochran, 
president Citizens State Bank, Hays City; alternate mem- 
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ber Nominating Committee, W. F. March, cashier Mer- 
chants National Bank, Lawrence. 

The convention adjourned.to meet in May, 1919, at 
Kansas City, Kan. 


CALIFORNIA 


The twenty-fourth annual convention of the California 
Bankers Association was held at Del Monte, May 23, 24 
and 25. H.C. Carr, vice-president First National Bank, 
Porterville, was elected vice-president of the American 
Bankers Association for California; A. E. Edwards, presi- 
dent First National Bank, Pasadena, was chosen as mem- 
ber of the Nominating Committee, and W. A. Hale, cashier 
Bank of Martinez, Martinez, is the alternate member. 


MISSOURI 


The A. B. A. elections for Missouri are as follows: 
Vice-President, Edward Buder, treasurer Mercantile Trust 
Company, St. Louis; member Nominating Committee, W. 
T. Kemper, chairman of board, South West National Bank 
of Commerce, Kansas City; alternate member Nominat- 
ing Committee, J. A. Lewis, vice-president and cashier 
National Bank of Commerce, St. Louis. 


ALABAMA 


The following officers have been chosen by the Ala- 
bama Bankers Association for the ensuing year: President, 
Val Taylor, president Canebrake Loan and Trust Com- 
pany, Uniontown; vice-president, B. W. Pruet, vice- 
president First National Bank, Gadsden; secretary-treas- 
urer, Henry T. Bartlett, cashier First National Bank, 
Montgomery (re-elected). 


NEW ENGLAND BANKERS 


The fifth annual convention of the New England 
Bankers’ Association was held at the Griswold, Eastern 
Point, New London, Connecticut, Friday and Saturday, 
June 21 and 22. Important in numbers and in interest, 
it was the most successful convention held by the New 
England associations. 

The details were most efficiently and faithfully car- 
ried out so that all in attendance at the convention were 
well pleased. For the splendid arrangements full credit 
is due to Charles E. Hoyt, secretary of the Connecticut 
Bankers Association. 

Bankers were present from all of the six states com- 
prising New England; and on the afternoon of June 21 
three of the associations held regular business sessions of 
their respective associations—the Massachusetts, Con- 
necticut and the Connecticut Savings Bank associations. 

On the evening of June 21 the annual banquet was 
tendered to the members and guests. The invocation was 
by Rev. J. Beveridge Lee of New London, Conn.; address 
of welcome, Charles T. Treadway, president Connecticut 
Bankers Association; address, “Some of the By-Products 
of the War,” Dr. Nicholas Murray Butler, president 
Columbia University, New York city. Dr. Butler’s address 
was fully up to the magnificent reputation of the president 
of Columbia University. It was masterly and gave much 
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food for thought, emphasizing the fact that this war, 
which will be won by the Allies and not without a complete 
victory, will give us a new world with changed conditions 
and for the greater welfare of the human family. Short 
addresses were also made by Hon. Marcus H. Holcomb, 
Governor of Connecticut, and Charles Francis Murphy 
of New York city. 

A general business session comprising all the associa- 
tions wads held on the morning of June 22, Governor 
Charles A. Morss, of the Federal Reserve Bank of Boston, 
presiding. The addresses were as follows: President 
Charles A. Hinsch on “The American Bankers Associa- 
tion”; Guy C, Smith, Field Agent in Marketing, Con- 
necticut Agricultural College, “A Basis for Short Term 
Farm Loans”; Albert Breton, vice-president Guaranty 
Trust Company, New York city, “Commercial Credits 
through Acceptances”; Pierre Jay, Chairman Federal Re- 
serve Bank, New York, “State Institutions and the Fed- 
eral Reserve System”; Hon. Theodore E. Burton, president 
Merchants National Bank, New York city, “What this 
War Means.” 

Commander John Rogers of the submarine base at 
New London, Conn., gave an exhibition of the submerging 
of the submarine. The business and festivities ended with 
dancing in the ball room of the hotel on Saturady evening. 
The results of the elections were: 

Massachusetts Bankers Association: President, Elmer 
A. Onthank, president Safety Fund National Bank, Fitch- 
burg; vice-president, Charles G. Bancroft, president In- 
ternational Trust Company, Boston; treasurer, Josiah H. 
Gifford, cashier Merchants National Bank, Salem; secre- 
tary, George W. Hyde, assistant cashier First National 
Bank, Boston. For the American Bankers Association: 
George E. Brock, president Home Savings Bank, Boston; 
Geo. A. MacDonald, president Chicopee National Bank, 
Springfield, members of the Executive Council; Vice- 
President for the A. B. A. for Massachusetts, E. A. 
Onthank, president Safety Fund National Bank, Fitch- 
burg; member Nominating Committee, George W. Hyde, 
Boston; H. C. Robinson, New Bedford, alternate member 
Nominating Committee. 

Connecticut Bankers Association: President, R. La- 
Motte Russell, president Manchester Trust Company, 
South Manchester; vice-president, W. B. Bassett, vice- 
president and cashier Phoenix National Bank, Hartford; 
secretary, Chas. E. Hoyt, secretary and treasurer South 
Norwalk Trust Company, South Norwalk (re-elected) ; 
treasurer, A. A. McLeod, secretary and treasurer Plain- 
ville Trust Co., Plainville. A. B. A. elections: Vice- 
President, R. LaMotte Russell, president Manchester Trust 
Company, South Manchester; member Nominating Com- 
mittee, Charles E. Hoyt, secretary and treasurer South 
Norwalk Trust Company, South Norwalk; alternate mem- 
ber Nominating Committee, William B. Bassett, vice- 
president Phoenix National Bank, Hartford. 


MAINE 


The officers of the Maine Bankers Association for the 
coming year, elected at the annual convention, are as fol- 
lows: President, Frank E. Smith, vice-president and 
treasurer Augusta Trust Company, Augusta; vice-presi- 
dent, H. M. Lawton, cashier National Bank of Gardiner, 
Gardiner; secretary, Edward S. Kennard, cashier Rum- 
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ford National Bank, Rumford; treasurer, George A. Saf- 
ford, treasurer Hallowell Trust and Banking Co., Hallo- 
well. The A. B. A. elections are: Vice-President, Frank 
E. Smith, vice-president and treasurer Augusta Trust 
Company, Augusta; member Nominating Committee, H. 
F. Libby, cashier Pittsfield National Bank, Pittsfield; 
alternate member Nominating Committee, Sewell T. Mad- 
docks, cashier First National Bank, Boothbay Harbor. 


‘RHODE ISLAND 


The newly elected officers of the Rhode Island Bank- 
ers Association are: President, Thomas H. West, Jr., vice- 
president Rhode Island Hospital Trust Co., Providence; 
vice-president, Michael F. Dooley, president National Ex- 
change Bank, Providence; secretary, E. A. Havens, assist- 
ant cashier Mechanics National Bank, Providence (re- 
elected); treasurer, Charles H. W. Mandeville, cashier 
National Exchange Bank, Providence (re-elected). 


NEW YORK 


Officers elected by the New York State Bankers 
Association: 

President, Delmer Runkle, president Peoples National 
Bank, Hoosick Falls. 

Vice-President, D. Irving Mead, vice-president Na- 
tional City Bank, Brooklyn. 

. Treasurer, Otho Churchill, cashier Bank of Ham- 
burg, Hamburg. 

Secretary, Edward J. Gallien, 128 Broadway, New 
York. 

American Bankers Association elections: 

Executive Council, John H. Gregory, 
Central Bank, Rochester. 

Executive Council, E. A. Bennett,* assistant cashier 
American Exchange National Bank, New York. 

Vice-President, Walter E. Frew, president Corn Ex- 
change Bank, New York. 

Member Nominating Committee: Gerald M. Dahl, 
vice-president Chase National Bank, New York. Alternate, 
F. E. Storms, cashier Citizens National Bank, Hornell. 

The convention adopted the following resolutions: 


president 


Support the President 


Resolved, That this Association commends the broad, 
patriotic and enlightened statesmanship exhibited by 
Woodrow Wilson, President of the United States, during 
the trying period of the great world conflict into which 
our beloved country has been drawn through humani- 
tarian considerations only, and realizing the difficulties 
still to be overcome and the sacrifices still to be made 
before the spirit of national frightfulness and greed shall 
be banished from the earth; therefore be it further 

Resolved, That this Association pledges itself to the 
limit of its powers and resources to support and uphold 
our President in all the means and methods he may deem 
necessary to employ in order to successfully end this 
lamentable conflict and make the world and our country 
safe for democracy; 

And Be It Further Resolved, That a copy of these 


*To serve in case enough new members are secured to increase 
Pxecutive Council representation. ‘ 
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Resolutions be forwarded to the President of the United 
States. 
Oppose Guaranty of Deposits 


The New York State Bankers Association, believing 
that at this time when all the banking institutions, both 
state and national, are working in harmony to support 
our government in its financial problems it is unwise to 
start a line of cleavage between these two classes of in- 
stitutions, destroy the whole-hearted spirit of co-opera- 
tion that now exists and perhaps cause a transfer of 
deposits from the state institutions and national banks 
which might not see fit to avail themselves of the pro- 
posed guaranty of deposits, and also believing that such 
proposed law to guarantee deposits of national banks is 
dangerous and in direct violation of the fundamental rules 
of wise and conservative banking, placing a premium, as 
it does, on reckless methods at the expense of the judi- 
ciously and carefully managed banks of this country, and 
being unfair and unjust, do therefore enact as follows: 

Resolved, That the New York State Bankers Asso- 
ciation enters its earnest protest against the enactment 
into law of Senate Bill No. 4426, which provides for a 
governmental guarantee of national bank deposits. 

Be It Further Resolved, That copies of these resolu- 
tions be forwarded to the Comptroller of the Currency, 
the Treasurer of the United States, the Committee on 
Banking and Currency in the Senate and House of 
Representatives and to the members of the United States 
Senate and House of Representatives representing the 
State of New York. 


Approve Trade Acceptances 


Realizing the importance at this time of utilizing the 
commercial credit of the country to the fullest possible 
extent and believing this can be accomplished very largely 
by the universal use of the trade acceptance in the settle- 
ment of obligations arising out of commercial trans- 
actions, therefore be it 

Resolved, That the New. York State Bankers Asso- 
ciation, in order to properly encourage the use of the 
trade acceptance, recommends that each member bank 
pledge its support to the promotion of the use of this 
instrument in every possible way. 


For Better Mail Service 


The New York State Bankers Association, believing 
that the efficiency of the mail service throughout the 
United States is very much below the standard main- 
tained in past years, caused to a large extent by the in- 
sufficiency in the number of railway postal cars, their 
withdrawal from a large number of routes, the reduc- 
tion of the crews of railway postal cars and the sub- 
stitution of railway terminal postal stations, thereby 
causing great inconvenience and loss to banks and to 
the business community, arising from the delay in the 
settlement of their bank exchanges. 

Therefore Be It Resolved, That the New York State 
Bankers Association does hereby protest against the cur- 
tailment of railway postal car service and the substitu- 
tion of railway terminal postal stations and urgently 
request that such changes be made as shall restore the 
postal service to its former standard of efficiency, and 

Be It Further Resolved, That a copy of these resolu- 
tions be forwarded to the Postmaster General, to the 
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Director General of Railways and to each member of 
the United States Senate and House of Representatives, 
representing the state of New York. 


Universal Military Training 


The lessons learned and experience acquired in the 
present world conflict having brought this nation to a 
realizing sense of the danger and folly of unpreparedness, 
and believing that early military training of the youth 
of our land will be a long step in the way of overcoming 
or lessening this danger and a means of instilling a 
higher sense of patriotic duty in the minds of the young 
men, as well as bringing about a higher degree of physica 
efficiency, therefore the New York State Bankers’ Asso- 
ciation in convention assembled at Atlantic City, New 
Jersey, have 

Resolved, That universal military training of our 
American youth is a wise, needful and patriotic duty 
and will be productive of greater national usefulness and 
efficiency in the event of a call to arms in defense of our 
beloved country. 

And Be It Further Resolved, That this Association 
strongly recommends the enactment of such Federal and 
state laws as will best accomplish this much desired 
result. 


Mr. Warburg Should Continue 


The term of office of Hon. Paul M. Warburg as a 
member of the Federal Reserve Board from this Federal 
Reserve District soon expires; and the bankers of New 
York State wish to record their gratitude to Mr. Warburg 


for the patriotic and unselfish spirit in which he accepted 
his appointment and has served upon this board; their 
appreciation of the great wisdom, ability, experience and 
devotion which he has contributed to the development of 
the Federal reserve system; and their most earnest re- 
quest to him that he should continue, at least during 
the period of the war, to serve in this vitally important 
work. 

The sessions of the convention held at Atlantic City, 
June 20-21, were notable for the discussion of banking 
subjects by bankers. The discussion on the amount of 
interest paid to the depositors was led by S. H. Beach 
and every man present was supplied with a copy of a 
comprehensive report made by a committee of the Asso- 
ciation which gathered information as to the interest paid 
by hundreds of banks in the state. 

Geo. I. Skinner, Superintendent of Banks, made an 
address. H. M. Jefferson, of the Federal Reserve Bank 
of New York, read a most interesting paper on the or- 
ganization of banking forces in relation to efficiency. 
Roy H. Griffin, vice-president of the Citizens Commercial 
Trust Company of Buffalo, told of the manner in which 
his bank analyzes the accounts of its customers and 
showed charts illustrating the methods by which it was 
determined whether accounts are profitable or not. James 
Addison, of the National City Bank of New York, ex- 
plained the system of bonuses paid employees and how 
they were arrived at. L. H. Hendricks, assistant cashier 
of the Federal Reserve Bank, led the discussion on the 
use of the Federal reserve check collection system, and 
W. G. Avery, assistant treasurer of the Guaranty Trust 
Company, led the discussion on trade acceptances. 

At the dinner the guest of honor was Mr. E. de 
Cartier, the minister from Belgium. James M. Beck of 
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New York, Wm. Arnold Shanklin, president Wesleyan 
University of Middletown, Conn., and George Wharton 
Pepper of the Philadelphia bar were the speakers. 

R. H. Treman, Deputy Governor of the Federal Re- 
serve Bank of New York, made an address in which some 
interesting statistics of the operation of the Federal Re- 
serve Bank were given and which is given on another 
page. 


VIRGINIA 


A highly interesting program signalized the annual 
convention of the Virginia Bankers Association, held 
June 20-22 at Old Point Comfort. There were such sub- 
jects as “The War and Its Effect on World Trade,” dis- 
cussed by Vice-President S. H. Voorhees of the National 
City Bank; “Public Aspects of Coming Financial Prob- 
lems,” by Dr. Douglas Freeman, editor the Richmond 
News-Leader; “What We Are up Against,” by Capt. 
Arthur Hunt Chute of the First Canadians, who is widely 
known for his stirring stories of experiences in the 
trenches; “Food, a Factor in War,” by Clarence Ousley, 
Assistant Secretary of Agriculture; “Fighting Hope- 
fully,” by Edward James Cattel of Philadelphia. Capt. 
Chute also officiated at the unfurling of the service flag 
of the Virginia Bankers Association, containing 135 stars. 
At a patriotic rally, Lieut. Frank A. Sutton of the British 
Royal Engineers, Job E. Hedges of New York and An- 
drew Jackson Montague of Richmond gave inspiring 
addresses. 

Resolutions were adopted appointing a committee to 
co-operate with the American Trade Acceptance Council; 
appointing a committee of three to act as a Federal legis- 
lative committee for the Virginia Bankers Association in 
all matters of Federal legislation; and voicing opposition 
to the guaranty of deposits bill. The officers elected are: 
President, G. E. Vaughan, vice-president Peoples National 
Bank, Lynchburg; vice-president, R. G. Vance, vice- 
president and cashier First National Bank, Waynesboro; 
secretary, V. Vaiden, cashier First National Bank, Farm- 
ville (re-elected) ; treasurer, W. F. Augustine, vice-presi- 
dent Merchants National Bank, Richmond. 


NORTH CAROLINA 


The annual convention of the North Carolina Bank- 
ers Association was held at Raleigh, May 22, 23 and 24. 
R. S. Curtis of Raleigh read a paper on “Why the North 
Carolina Farmers Should Grow Sheep.” Oliver J. Sands 
of Richmond spoke on “Trade Acceptances,” and E. L. 
Travis of Raleigh talked about war conditions, present and 
to come. 

The officers elected for the ensuing year are as fol- 
lows: President, James A. Gray, Jr., treasurer Wachovia 
Bank and Trust Company, Winston-Salem; vice-presidents, 
Joseph B. Ramsey, president First National Bank, Rocky 
Mount; Edwin Sluder, vice-president Battery Park Bank, 
Asheville; A. M. Dumay, cashier First National Bank, 
Washington; secretary-treasurer, William A. Hunt, cashier 
Citizens Bank, Henderson (re-elected). 

The A. B. A. elections were: Vice-President, Charles 
A. Scott, cashier National Bank of Alamance, Graham; 
member Nominating Committee, W. B. Drake, Jr., cashier 
Merchants National Bank, Raleigh; alternate member 
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Nominating Committee, Millard F. Jones, cashier Plant- 
ers National Bank, Rocky Mount. 


GEORGIA 


The twenty-seventh annual convention of the Georgia 
Bankers Association was held at Atlanta, May 27, 28 and 
29. A large proportion of the membership attended in 
spite of war conditions and the entertainment, while duly 
subdued, was of a high quality. One of the principal 
addresses was made by Charles A. Hinsch, president of the 
American Bankers Association, who told the bankers that 
in every section of the country visited in connection with 
bankers’ conventions he had found the people “riding the 
crest of a wave of patriotism.” Other addresses were by 
Francis H. Sisson, vice-president Guaranty Trust Com- 
pany, New York, John A. Hynds of Atlanta, Maj. Eugene 
Murphy of Camp Gordon, and Herman L. Ekern of 
Chicago. 

Two resolutions were adopted, one protesting against 
the military classification of bank clerks as a non-essential 
vocation, and the other placing the Georgia Bankers Asso- 
ciation on record in opposition to the proposed bill guar- 
anteeing deposits in national banks. 

The officers elected are: President, Wm. C. Lanier, 
president First National Bank, West Point; first vice- 
president, T. R. Turner, president: Jones County Bank, 
Haddock; second vice-president, H. Warner Martin, 
cashier Lowry National Bank, Atlanta; third vice-presi- 
dent, H. P. Hunter, cashier First National Bank, Elberton; 
fourth vice-president, E. J. Perry, president Bainbridge 
Banking Co., Bainbridge; fifth vice-president, C. J. Hood, 
cashier Northeastern Banking Co., Commerce; secretary, 
Haynes McFadden, 318 Candler Building, Atlanta; treas- 
urer, E. L. Henderson, cashier Commercial Bank, Cedar- 
town. 

E. C. Smith, vice-president Griffin Banking Company, 
Griffin, was elected member of the Executive Council, 
American Bankers Association, to fill the unexpired term 
of Robert F. Maddox; the new member of the Council is 
Charles B. Lewis, president Fourth National Bank, Macon, 
September, 1918. A. B. A. Vice-President for Georgia, 
W. N. Harrison, cashier First National Bank, Lavonia; 
member Nominating Committee, F. T. Hardwick, presi- 
dent C. L. Hardwick & Co., Dalton; alternate member 
Nominating Committee, E. C. Smith, vice-president Griffin 
Banking Company, Griffin. 


ARKANSAS 


The officers of the Arkansas Bankers Association for 
the coming yéar are as follows: President, Carl Hollis, 
cashier Merchants and Planters Trust and Savings Bank, 
Warren; vice-president, W. C. Johnson, president Cleburne 
County Bank, Heber Springs; secretary, Robert E. Wait, 
president Citizens Investment and Security Company, 
Little Rock (re-elected) ; treasurer, Frank Farris, cashier 
Farmers State Bank, Conway. 


MARYLAND 


The annual convention of the Maryland Bankers As- 
sociation was held at Atlantic City, N. J., May 28, 29 and 
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30. The following officers were elected for the ensuing 
year: President, W. S. Gordy, Jr., cashier Salisbury Na- 
tional Bank, Salisbury; first vice-president, Chas. C. 
Homer, Jr., president Second National Bank, Baltimore; 
vice-presidents, Jas. Dixon, vice-president Easton National 
Bank, Easton; W. L. Holloway, cashier Calvin B. Taylor 
Banking Co., Berlin; Chas. A. Wells, president First Na- 
tional Bank, Upper Marlboro; H. H. Plater, cashier 
Farmers Mechanics Bank, Seat Pleasant; Daniel Annan, 
president Second National Bank, Cumberland; T. C. Rems- 
burg, treasurer Valley Savings Bank, Middletown; W. 
Graham Boyce, vice-president Union Trust Company, 
Baltimore; T. Stockton Matthews, Robert Garrett & Sons, 
Baltimore; J. E. Brisseau, vice-president National Union 
Bank, Baltimore; secretary, Charles Hann, assistant 
cashier Merchants Mechanics First National Bank, Balti- 
more (re-elected) ; treasurer, Wm. Marriott, cashier West- 
ern National Bank, Baltimore. 

The A. B. A. elections were as follows: Vice-President, 
A. Elzey Waters, Townsend Scott & Son, Baltimore; 
member Nominating Committee, W. B. Spiva, cashier Bank 
of Somerset, Princess Anne; alternate member Nominat- 
ing Committee, A. D. Graham, president Citizens National 
Bank, Baltimore. 


MICHIGAN 


Patriotism, co-operation and service were the out- 
standing features of the sessions of the thirty-second an- 
nual convention of the Michigan Bankers Association, 
which was held at Charlevoix, Mich., June 24, 25, 26. The 
success pf the sessions was due in no small measure to 
the presiding officer, Frank W. Blair, who injected into 
each session features of interest and profit to all classes 
of bankers present. 

The address of welcome was delivered by A. I. 
Creamer, manager of “The Inn,” and responded to by Wm. 
J. Gray, vice-president First and Old National Bank, De- 
troit. Next in order were the annual address of the presi- 
dent by Frank W. Blair, reports of officers and committees 
and addresses as follows: “Fighting the War Behind the 
Bank Counter,” Hal H. Smith, counsel for the association; 
“Training for Service,” Leroy A. Mershon, Secrtary Trust 
Company Section, American Bankers Association; “The 
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Relation of the Banker to the Trade Acceptance Move- 
ment,” Harry Lawton, assistant treasurer Guaranty Trust 
Company of New York; “Organized Disloyalty,” J. D. 
Bacon, Grand Forks Herald, Grand Forks, N. D.; “Part- 
ners, the Banker Joins the Farmer in the Campaign for 
Increased Food Production,” Joseph Hirsch, Corpus 
Christi, Texas, Chairman Agricultural Commission of the 
American Bankers Association; “Community Building for 
Business,” Frank B. White, managing director Agricul- 
tural Publishers Association, Chicago; “Winning the War 
by Co-operation,” Charles A. Hinsch, Cincinnati, Ohio, 
President American Bankers Association; “The Duty of 
the Banker in Relation to Government Certificates of In- 
debtedness,” M. A. Traylor, director of sales, Federal Re- 
serve Bank, Chicago. 

The convention was stirred to patriotic demonstra- 
tions by the addresses of Messrs. Blair, Smith and Hinsch, 
which reached a climax Tuesday evening at a family din- 
ner attended by all members present, at which Mrs. Basil 
Clarke, formerly of Belgium, gave some of her “Personal 
Observations of Affairs in Belgium.” 

Officers were elected as follows: President, Otto 
Schupp, vice-president and cashier Bank of Saginaw; 
first vice-president, Gerrit J. Diekema, president First 
State Bank, Holland; second vice-president, John W. 
Staley, vice-president Peoples State Bank, Detroit; secre- 
tary, Mrs. H. M. Brown, Detroit (re-elected); treasurer, 
H. H. McMillan, cashier Peoples State Bank, Munising. 


UTAH 


The tenth annual convention of the Utah Bankers 
Association, held June 21-22 at Logan, was the most suc- 
cessful in the history of the association. There was a 
large attendance and the delegates took a keen interest in 
the proceedings, which developed discussions on topics of 
current interest. The election of officers resulted as follows: 
President, Thomas N. Taylor, president Farmers & Mer- 
chants Bank, Provo; first vice-president, James Pingree, 
president Pingree National Bank, Ogden; second vice- 
president, E. O. Howard, vice-president Walker Brothers, 
bankers, Salt Lake City; secretary-treasurer, J. E. Shep- 
ard, cashier Cache Valley Banking Company, Logan (re- 
elected). 


RESERVE CITY BANKERS CONVENTION 


The Association of Reserve City Bankers held its sixth 
annual convention in New York city June 6 and 7. 
President John W. Staley, of Detroit, in his address dwelt 
on the evolutionary stage through which American bank- 
ing is now passing. Fred I. Kent, of New York, who is 
now serving as Director of Foreign Exchange of the Fed- 
eral Réserve Board, made one of the noteworthy addresses 
of the convention. He told of the work being done in 
connection with government control of foreign exchange 
operations and explained the workings of the system under 
which over 12,000 dealers in foreign exchange have been 
registered in the United States. 

Progress on the organization of discount companies in 
this country was reported by Albert Breton, of New York, 
chairman of the Committee on Acceptances. Others who 
took part in the reading of papers and in the discussion 
were: Morton H. Fry of New York, Eugene W. Stetson 


of New York, Jacob H. Herzog of Albany, Vice-Governor 
C. R. McKay of the Federal Reserve Bank of Chicago, 
Charles F. Herb of St. Louis, Charles W. Dupuis of Cin- 
cinnati, George B. Smith of Chicago, George G. Moore of 
Kansas City, Mo., Frank K. Houston of St. Louis, L. F. 
Kiesewetter of New York, O. Howard Wolfe of Phila- 
delphia, and F. A. Crandall of Chicago. 

Officers elected are: President, Thomas B. McAdams, 
vice-president Merchants National Bank of Richmond, Va.; 
vice-president, George B. Smith, assistant cashier Con- 
tinental and Commercial National Bank of Chicago; 
treasurer, Henry B. House, assistant cashier First Na- 
tional of St. Paul, Minn. (re-elected) ; secretary, Fred W. 
Ellsworth, vice-president Hibernia Bank and Trust Com- 
pany of New Orleans (re-elected). Next. year’s conven- 
tion will be held at New Orleans. 
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HONOR ROLL OF ‘THE AMERICAN INSTITUTE OF BANKING 


The names of the following Institute men who have entered the military and naval service should be added to the 


previous lists published in the February, March, May and June issues of the JOURNAL. 


CHATTANOOGA 


N. L. Ackerman 

B. F. Amerson 
Eugene W. Annis 

J. A. Bass 

J. M. Bass 

Bishop Bryant 

Rowe H. Burgner 

E. Y. Chapin, Jr. 
James R. Coryell 

F. J. Donovan 

Carl T. Douglas 
Vaugh Dyer 

William Giles 

C. H. Jerden 

George H. Karstéedt 
Samuel Lovell 

Fred Lowery 

S. L. Probasco 

S. Key Ragon 

Frank Rice 

Ambrose S. Ringwald 
Harold T. Shelton 
James E. Smith 
Philip H. Stegall 

C. O. Stephens 

Albert W. Taber 
Richard W. Thompson 
Charles W. Tomlinson 
William W. Woodhead 


CINCINNATI 


Carl Case 

J. G. Heimerdinger 
Alphonse Muething 
G. J. Nortman 


JACKSONVILLE 


H. A. Adams 
R. G. Bennett 
V. E. Cox 
Ralph W. Hoyt 
R. B. Smith 
W. M. Stockton 
H. F. Stratford 
G. W. Weinbarg 


MINNEAPOLIS 


F. M. Adams 
John C. Bettridge 


J. J. Bintner 
James F. Boody 
O. J. Brix 

E. H. Browne 

J. W. Buck 

Fred E. Burgi 
Carl Calvin 

T. G. Cassidy 

F. W. Crozier 
Gilbert Danielson 
Ernest C. Davis 
R. H. Erichsen 
Peter W. Flood 
Stanley Frees 

H. G. Hagen 
George J. Haug 
Arthur W. Hauge 
Earl H. Haverstock 
Harvey Hillgren 
E. Hopkins 

Clyde Jergensen 
W. N. Johnson 
Erling A. Larson 
Robert B. McKibbon 
Ira J. McLimans 
William E. Nestor 
William E. Neudeck 
Merton C. Nyberg 
Floyd Olson 
Edwin C. Phinney 
T. H. Rittenhouse 
Carroll H. Rose 
Fred Spafford 
Otto J. Svedal 
Roy A. Thies 
Alvian R. Thorson 
C. E. Walch 


NASHVILLE 


Matthew Benson 
William Charlton 
Joseph Dawson 
Walter Diehl 
William L. Franklin 
Walter M. Hopkins 


PANAMA 


R. G. Fristoe 
K. W. Thompson 
C. D. Upington 


PORTLAND 


G. C. Blohm 
Alex. P. Heup 

W. J. Johnson 
Carl W. Julian 
Walter W. Knack 
Paul W. Mickelson 


SAN JOSE 


Cecil L. Carlyle 
Dan Genardini 


SCRANTON 


J. W. Allen 
Warren Arnold 
Martin J. Barnack 
Alfred E. Breen 
Fred Breen 

F. E. Brink 
George Browning 
J. H. Bryden 
John T. Burnett 
Walter De Wilde 
Joseph F. Downey 
George J. Evon 
Joseph Gerdzunis 
Leo A. Haggerty 
John Harris 

H. Hawley 
Stanley P. Hills 
M. G. Hiznay 

M. A. Kamisky 
C. H. MacDougal 
Frank J. Morines 
Morris Neuman 
Edward Norton 
Thomas F. Rielly 
Joseph Rosar 
Frank Sviatko 
Frank Walsh 
John F. Walter 
Morris Watkins 
Sebert Wenzel 
Lanont A. Williams 
Karl Withers 


SEATTLE 


E. A. Anderson 
Guy Anderson 


A. A. Bain 

John Bain 

Frank Bingaman 
E. W. Burns 

Fred Calhoun 
Allan P. Cassel 
Casper Clarke 

G. H. Danielson 
L. N. Degginger 
Orin Gove 

Jos. C. Harper 
John E. Harrison 
Jas. W. Hines 
Chas. W. Hope, Jr. 
Kenneth P. Hussey 
K. Jessen 

Weaver Ketchum 
Harold Larson 
Chester M. Latimer 
John Lawson 
Clarence Linstrom 
Wm. E. McGee 
George J. McLeod 
Oakley Maxwell 

H. W. Metz 
Clarence S. Moore 
Arthur Morgenstein 
Erwin Morehead 
Jos. A. Muldoon 
Harold Murray 
Harold Myers 
Phillip Nelson 

N. Carl Nielsen 
Louis O’Connor 

C. O. Ousdahl 

W. H. Overton 
Gordon Randell 
W. E. Reed 

Gerald Relf 

L. N. Riley 

M. B. Robbins 
Wm. F. Robins 
W. H. Staley 
Chester B. Starks 
Charles Stickney 
Jas. Thwing 
Roland Van Osterhont 
Oliver Weltzein 
Bernard Wilms 
Lee H. Wilms 
Thos. Winters 

L. Eugene Woolfolk 
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THE NEW INSTITUTE BULLETIN 


Coincident with this issue of the JouRNAL, the first 
number of the new Bulletin of the American Institute of 
Banking will make its appearance. It is not a new ex- 
perience for the Institute to have its own publication. 
Back in 1910 the Executive Council of the American Bank- 
ers Association and the Executive Council of the American 
Institute of Banking adopted resolutions favoring the 
amalgamation of the JouRNAL of the Association and the 
Bulletin of the Institute. For ten years prior thereto the 
Institute had conducted a very successful publication. 
In July, 1910, the first issue of the consolidated magazine 
was published. It may be interesting reading to note the 
following comment which appeared in the JOURNAL sec- 
tion of that issue: 

“The wisdom and advantage of the consolidation of 
the two publications cannot be overestimated. The mem- 
bers of the American Bankers Association, as a rule, have 
not been fully acquainted with the valuable work of the 
Institute—its conventions, the debates, chapter meetings, 
and its educational feature. On the other hand, the 
11,500 members of the fifty-five associated chapters of 
the Institute will. be in a position to receive full informa- 
tion as to the accomplishments of the association. Under 
the plans proposed and authorized, the members of the 
American Bankers Association now become members of 
the American Institute of Banking. Instead of the an- 
nual appropriation to the Institute, a fixed sum per 
member will be paid into the Institute treasury, and the 
Institute pays a fixed amount per member into the 
treasury of the American Bankers Association as a sub- 
scription, to the joint publication. All this is a move in 
the right direction and will have a strong tendency to 
bind the parent organization and its valued adjunct—the 
Institute Section—more closely together, from which union 
still greater achievements will result.” 

From July, 1910, to and including December, 1917, 
the JOURNAL-BULLETIN was furnished to chapter mem- 
bers under the arrangements made on the consolidation 
of the two publications. In 1917 it was found that the 
high cost of publication had created conditions in con- 
nection with the JOURNAL-BULLETIN subscriptions to 
chapter members that were embarrassing. The Institute 
remedied the situation at the Chicago Convention in Sep- 
tember, 1917, by amending its by-laws. Beginning with 
the year 1918, it was left to the individual inclination of 
each member of the Institute to decide whether he desired 
to subscribe for the JoURNAL-BULLETIN at the rate of 
$1 per year, in addition to his dues to the national organ- 
ization. As a result, the Institute subscriptions to the 
JOURNAL-BULLETIN fell from 22,000 to about 5,000. 

Of course this was a very undesirable state of affairs, 
because it left over 75 per cent. of our membership with- 
out any means of keeping in touch with what our organi- 


zation is doing, and that would be certain to result ulti- 
mately in our members losing interest in the national 
administration of the Institute’s affairs. 

After consultation with all chapter presidents, and 
after obtaining the hearty approval of the Administra- 
tive Committee of the American Bankers Association, the 
Executive Council of the American Institute of Banking 
decided to separate the two publications and hereafter 
again to publish an independent Bulletin to be issued 
quarterly and to be sent to all Institute members at a 
very nominal cost to the chapters. 

Fred. E. Farnsworth, General Secretary of the 
American Bankers Association, has contributed an article 
to the first number of the new Bulletin, in which he says, 
in referring to the issuance of a separate publication by 
the Institute: 

“This departure indicates no change in established 
relations. The American Bankers Association will have 
the same keen interest in the welfare of the Institute, the 
JOURNAL will be as ready to print articles of particular 
interest to Institute members and, relieved of the neces- 
sity of printing routine chapter matters, it can devote 
more space to subjects of greater import. The members 
of the American Institute of Banking have already taken 
a conspicuous place in the banking world. On them de- 
pends the future of banking and the future of the Amer- 
ican Bankers Association. The Institute has much before 
it and the capacity to realize on its opportunities.” 

The new publication contains ninety-six pages and. 
the subscription price is fifty cents a year. 


A. B. A. JOURNAL SUBSCRIPTIONS 


Members of the American Institute of Banking 
should bear in mind that the publication of their new 
quarterly Bulletin need not have any effect on their sub- 
scriptions for the JoURNAL of the American Bankers 
Association. This valuable monthly will continue to be 
published as heretofore, but with a great many improve- 
ments which will make it even more interesting for the 
bank man. 

The regular subscription price is $2 per annum, but 
a special rate of $1 has been made for chapter members. 
The information contained in the Protective Section alone, 
which is a valuable guide to the operations of criminals, 
is more than worth the subscription price. A single 
glance at a page of the Protective Section may some 
day put you on your guard against a man who is about 
to present a fraudulent check and may enable you to 
avoid a loss to your bank. 

Subscriptions should be sent direct to the JouRNAL 
OF THE AMERICAN BANKERS ASSOCIATION, 5 Nassau 
Street, New York. 


LICK ’EM 


Lick a thrift stamp every day, 
Hoard them like a miser; 

Do two bits for Uncle Sam 
And help him lick the Kaiser. 


P. H. Limburg. 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers Associa- 


tion, reported to the JoURNAL-BULLETIN from May 26 to June 25, 1918, inclusive. 
notifying this department immediately of any such changes. 


direct from members. 


ARIZONA 


Nogales—Epes Randolph elected president Sonora 
Bank & Trust Co., succeeding Max Muller. 

Tombstone—H. C. Almy cashier First Na- 
tional Bank, succeeding J. A. Rockfellow, resigned. 


CALIFORNIA 


Anaheim—W. A. Dolan elected president Anaheim 
National Bank, succeeding F. A. Krause, now cashier 
First National Bank of Fullerton. 


Claremont—W. N. Beach, active vice-president First 
National Bank, resigned. 


Fullerton—F. C. Krause Myo cashier First Na- 
tional Bank, succeeding Waldo O’Kelly, resigned. 

San Francisco—Russell Lowry elected vice-president 
American National Bank; D. B. Fuller, vice-president, 
resigned. 

COLORADO 


Denver—Denver R. Platt, formerly assistant cashier 
First National Bank, elected president Guardian Trust 
Company. 

GEORGIA 


Atlanta—J. S. Sewell elected president Bank of West 
End, succeeding W. Stuart Witham, Jr., resigned for 
duration of war. 

Waycross—J. L. Walker elected president First 
National Bank, succeeding L. J. Cooper, resigned. 


ILLINOIS 


Belleville—Peter J. Kaercher, formerly vice-president, 
elected president Belleville Savings Bank, sueceeding 
Lucius Don Turner, deceased; Edward Abend now vice- 
president. 

IOWA 


_ Hartley—G. E. Knaack, formerly cashier, elected 
active vice-president Iowa Savings Bank; B. L. Lorenzen 
appointed cashier. 

Sioux City—A. B. Darling appointed vice-president 
Security National Bank. 

West Union—B. D. Chandler elected 
Ae ag County National Bank, succeeding m. E. 
Fuller, deceased. 

KANSAS 

Dwight—A. F. Wilson appointed cashier Dwight 
State Bank, succeeding E. B. Bishop. 

Eureka—Wm. Johnston, formerly cashier, 
second vice-president First National Bank; C. 
formerly assistant cashier, appointed cashier. 

Lyons—G. C. Schumacher, formerly cashier Radium 


State Bank, elected vice-president Peoples State Bank; 
C. W. Shenkel appointed cashier. 


' 


elected 
C. Nye, 


MARYLAND 


Baltimore—Edward L. Robinson elected vice-presi- 
dent Citizens National Bank, succeeding Albert D. 
Graham, now president. 


MASSACHUSETTS 


Salem—Harry M. Wilkins, formerly assistant treas- 
urer, elected treasurer Salem Trust Company, succeed- 
ing Benjamin F. Nason, resigned. 


MICHIGAN 


Menominee—Jerry Madden, formerly vice-president, 
elected president Commercial Bank, succeeding G ‘ 
Haggerson, deceased; Frank St. Peter now vice-president. 


Members will confer a favor -by 
Publication will be made only on receipt of information 


MINNESOTA 


Pipestone—T. E. Nash, formerly cashier, elected vice- 
president Pipestone National Bank; Herman Soenke ap- 
pointed cashier. 

MISSOURI 


Fair Play—W. F. Aven elected 
Bank of Fair Play, succeeding S. W. 


resident Farmers 
asley, resigned. 


NEBRASKA 


Blair—S. F. tg = a appointed cashier State Bank 
of Blair, succeeding Thomas Finnell. 

Lewellen—B. C. Delatour, formerly cashier, elected 
vice-president Bank of Lewellen; C. G. Bergquist ap- 
pointed cashier. 

Waverly—N. C. Nelson elected cashier Lancaster 
County Bank, succeeding H. A. Johnson. 


NEW JERSEY 


Passaic—Frank Terhune, former] 
tary, elected secretary Peoples Bank 
succeeding H. H. Thompson, deceased. 


assistant secre- 
Trust Company, 


NEW YORE . 


Farmingdale—Alonzo P. Whitson elected vice-presi- 
dent Bank of Farmingdale; John S. Baylis appointed 
cashier, succeeding Percy L. Hall, resigned. 


Le Roy—William H. ae appointed cashier Bank 
of Le Roy, succeeding Alfred R. Davis, resigned. 

Marlboro—Edmund W. Carpenter, formerly assistant 
cashier, elected cashier First National Bank, succeeding 
W. P. Garmany, resigned. 

Mechanicville—Robert G. Moore, formerly assistant 
cashier, appointed cashier First National Bank, succeed- 
ing Adelbert H. Harvey, deceased. i 

New York—J. F. Frederichs, elected president Con- 
tinental Bank of New York, —_s Albert Tag, 1re- 
signed to become chairman of board; F. H. Hornby ap- 
pointed cashier. 


New York—Henry C. Strahmann, 
Hudson Trust Company, resigned. 

New York—Danforth Cardozo, former] 
secretary, elected secretary Scandinavian 
pany. 

Riverhead—Usher B. Howell, formerly vice-president 
and a elected president Riverhead Savings B 
succeeding harles M. Blydenburgh, resigned; Otis G. 
Pike, formerly assistant secretary, now secretary. 


Troy—Howard S. Kennedy elected first vice-president 
Nationa ae Bank, succeeding Wm. L. Hall; Burton K. 
Woodward elected second vice-president. 


Yonkers—Albert L. Skinner, formerly vice-president, 
elected ggg Yonkers Savings Bank, succeeding James 
H. Weller, deceased; William W. Scrugham elected vice- 
president; formerly cashier, elected 


vice-president 


assistant 
rust Com- 


James E. Howes, 
treasurer, succeeding Charles F. Hulbert, deceased; Ash- 
— Cunningham, formerly assistant cashier, appointed 
cashier. 


NORTH CAROLINA 


Charlotte—R. A. Dunn, formerly vice-president, 
elected —— Commercial National Bank, succeeding 
A. H. Breizer, deceased; D. H. Anderson now vice- 
president. 


NORTH DAKOTA 
Dickinson—Lewie Kostel appointed cashier Lib- 
erty Bank, succeeding Anthony Kostelecky. 
New Rockford—R. J. Horton elected cashier Farmers 
& Merchants Bank, succeeding E. R. Davison, resigned. 
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OKLAHOMA 


Francis—A. R. Collins appointed cashier Bank of 
Francis, succeeding Fred Bean. 

Purcell—John R. Feland elected cashier Union Na- 
tional Bank, succeeding R. E. Leavitt, resigned. 

Talala—C. E. Bullard appointed cashier First State 
Bank, succeeding S. J. Chambers. 


OREGON 


& Merchants Bank, succeeding 

Hillsboro—F. N. Austin appointed cashier Hillsboro 
National Bank, succeeding David Kuratli. 

Portland—Everett Ames elected director Portland 
Branch of Federal Reserve Bank of San Francisco, suc- 
ceeding Thomas C. Burke, resigned. 

Salem—David W. Eyre, formerly vice-president, 
elected president United States National Bank, succeeding 
J. P. Rogers, deceased. 

Union—F. 8S. Slater appointed cashier First National 
Bank, succeeding J. F. Hutchinson, resigned. 


PENNSYLVANIA 


Chester—William A. Dyer, vice-president Cambrid 
Trust Company, resigned; Douglas R. Faith, formerly 
assistant treasurer, elected secretary and treasurer. 

Chester—C. P. Webster elected first vice-president 
Delaware County National Bank. 

Philadelphia—L. A. Lewis appointed cashier Broad 
Street Bank, succeeding Erwin G. Stein, resigned. 

Philadelphia—William H. Hutt elected deputy gov- 
ernor Federal Reserve Bank; W. A. Dyer elected cashier. 


inted cashier Farmers 
eil M. Bain, resigned. 


Both succeed Frank M. Hardt now vice-president Phila- 
delphia Trust Company. 
Philadelphia—W. R. Humphreys, formerly assistant 
aa elected vice-president Fourth Street National 
ank. 


Philadelphia—Leonard C. Ashton appointed secretary 
Provident Life and Trust Company, succeeding C. Walter 
Borton, who becomes trust officer. 

Pittsburgk—J. S. M. Phillips, vice-president Con- 
tinental Trust Company, resigned. 

Pittsburgh—E. L. Parker elected president Merchants 
Savings & Trust Company, succeeding Thomas Walker, 
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deceased; A. L. Over elected vice-president, succeeding 
Thomas W. Fitch, Jr., deceased; Edward Breitweiser a 
pointed secretary and treasurer, succeeding B. C. Mitchell, 
resigned. 

Steelton—M. A. Cumbler elected vice-president Steel- 
ton National Bank, succeeding W. E. Abercrombie, 
deceased. 

Swarthmore—Gerald H. Effin elected cashier 
Swarthmore National Bank, succeeding C. P. Webster, 
resigned. 

SOUTH CAROLINA 


Clinton—Homer D. Henry elected president Commer- 
cial Bank, succeeding J. D. Bell; W. H. Simpson appointed 
cashier. 

SOUTH DAKOTA 


Mitchell—_W. M. McDonald elected vice-president 
Western National Bank, succeeding A. B. Darling re- 
signed. 

TEXAS 

Sugarland—W. T. Eldridge, Jr., formerly cashier, 
elected president Imperial Bank & Trust Co., succeeding 
W. T. Eldridge, retired; Miss V. C. Teague, formerly as- 
sistant cashier, now cashier. 


WASHINGTON 


Wenatchee—W. D. Shultz, former! 
appointed cashier Commercial Bank 
succeeding David Holmbergs, resigned. 


assistant cashier, 
Trust Company, 


WEST VIRGINIA 
Grafton—H. W. Chadduck, formerly cashier, elected 


vice-president Grafton Banking & Trust Company; Harry 
A. Abbott now cashier. 


WISCONSIN 


Fond du Lac—John T. Boyle elected vice-president 
Commercial National Bank, succeeding Henry Boyle, 
deceased. 

Wild Rose—A. G. Holt elected cashier Wild Rose 
State Bank, succeeding J. V. Berens, resigned. 


WYOMING 


Riverton—Martin W. Dimery elected president Farm- 
ers State Bank, succeeding E. H. Luikart, resigned. 


REGISTRATION AT THE ASSOCIATION OFFICES 


REPORTED FROM May 26 TO JUNE 26, 1918 


Arnold, John J., vice-president First National Bank, 
Chicago, Ill. 

Benson, John, Society for Savings, Cleveland, Ohio. 

Burger, J. C., president Hamilton National Bank, Denver, 
Colo. 

Farnsworth, Clarkson L., Huntington, L. I., N. Y. 

Fleming, F. W., chairman of board, Kansas City Life 
Insurance Co., Kansas City, Mo. 

Gray, Wm. J., vice-president First and Old Detroit Na- 
tional Bank, Detroit, Mich. 


. Hamilton, Donald, assistant paymaster U. S. N., Colum- 


bus, Ohio. 

Hawes, R. S., vice-president Third National Bank, St. 
Louis, Mo. 

Herb, C. F., vice-president Mississippi Valley Trust Co., 
St. Louis, Mo. 

Hopkins, H. L., president Security Bank, Clark, S. D. 

Humes, L. C., vice-president and cashier Guaranty Bank 
& Trust Co., Memphis, Tenn. 


Kretschmar, W. P., president Commercial Savings Bank, 
Greenville, Miss. 

Longmill, Jno. R., bond officer Mercantile Trust Co., St. 
Louis, Mo. 

Meade, J. F., cashier National City Bank, Kansas City, 
Mo. 

Metzler, Irving S., manager trust department, Bank of 
Italy, Los Angeles, Cal. 

Mullen, Don A., Colonial Trust Co., Pittsburgh, Pa. 

Murray, Logan C., Southern Representative Irving Na- 
tional Bank, New York, N. Y. 

Newcomer, Waldo, president National Exchange Bank, 
Baltimore, Md. 

Powell, Margaret, New York, N. Y. 

Sakolsfer, A. M., Federal Trade Commission, Washington, 
D. C. 

Wade, Festus J., president Mercantile Trust Co., St. 
Louis, Mo. 

Wetterau, C. H., assistant cashier American National 
Bank, Nashville, Tenn. 
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MEMBERSHIP CHANGES 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 


REPORTED FROM May 25 TO JUNE 25, 1918 


The General Secre- 


tary of, the Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping the 


membership list correct and giving publicity through the columns of the JouRNAL-BULLETIN. 


California 


..Bank of Crescent City purchased by 


Nebraska 


Del Norte County Bank. 


Georgid 


oe National Bank succeeded by 


yrom & Co. 


Illinois 


Bank. 


Greene County National Bank suc- 
ceeded by Greene County State 


Commercial German National Bank + 


changed to Commercial National 


Bank. 
Fort Wayne 


Hammond 


Dyersville German 


Le Mars 


German-American 
changed to Lincoln National Bank, 

Hammond Savings & Trust Co. 
changed to Hammond Trust and 
Savings Bank. 

State 
United State Bank. 

German-American 
changed to American Trust & 
Savings Bank. 

German Savings 


National Bank 


South Carolina. . 


Bank changed to 


Bank 


Tennessee 
Savings 


Bank changed to 


Odebolt Savings Bank. 


Michigan 


Commercial Bank consolidated with 


St. Clair County Savings Bank as 


Federal Commercial and 


Valley Trust Co. 


Bank. 
Saginaw 


Savings 


merged 


with American State Bank. 


. Petersburg 
Dayton 
Myrtle Point 

Charleston 


Knoxville 


Trenton 


German State Bank changed to Far- 
mers State Bank. 


West Side Bank succeeded by Manu- 
facturers Trust Co. 


Bank of Peegbues converted to First 
National Bank 


Teutonia National Bok to 
American National B: 


t; Rook with Bank 
le Point. 


Coos 
of 


Title Guarantee & Deposit Company 
changed to The Liberty Bank. 


Knoxville Savings Bank taken over by 
City National Bank. 


First National Bank succeeded by 
Bank of Commerce. 


Citizens Bank consolidated with First 
State Bank. 


Germania National Bank changed to 
National Bank of Commerce. 


German National Bank changed to 
American National Bank. 


NEW AND REGAINED MEMBERS FROM MAY 26 TO JUNE 25, 1918, INCLUSIVE 


Arkansas 


Exchange Bank & Trust Co., Dermott 81-193. 

Bank of Elkins, Elkins 81-506. 

& Planters Bank, Eudora 81-480. 

First National Bank, Heber ’s rings 81-579. 

Farmers & Merchants Bank, Huntsville 81-264 
(regained). 

First National Bank, Lewisville 81-383. 

Army Bank of Camp Pike, Little Rock 81-28. 

Columbia County Bank, Magnolia 81-161. 

Farmers & Merchants Bank, Malvern 81-559. 

Peoples Bank, Portland 81-248. 

Bank of Scranton, Scranton 81-431. 

State Bank, Siloam Springs, 81-147. 

Bank of Tuckerman, Tuckerman 81-448. 

Bank of Tyronsa, Tyronsa 81-449. 


California 
First National Bank, Marysville 90-234. 


Colorado 
Craig National Bank, Craig 82-183. 


Citizens Exchan Bank, enver 23-75. 
Matheson State ‘Bank, Matheson 82-361. 


Connecticut 


State Bank & Trust Co., Hartford 51-49. 
First National Bank, Middletown 51-167. 


Florida 
oe of Boca Grande, Boca Grande 


Banking, Saving & Trust Co., Pensacola 63-40. 
First National Bank, Vero 63-320. 


Georgia 
Peeples Bank, Athens 64-72. 
of Edison, Edison 64-438. 
Hammack-Rish Bank, Edison 64-439. 
Jones County Bank, Haddock 64-615. 
Jesup Banking Co., "Jesup 64-344. 
First Nationa Bank, Lavonia 64-303. 
State Bank of Manchester, Manchester 64-902. 
Bank of Norristown, Norristown 64-855. 
Perry Loan & Savings Bank, Periy 64-464. 
Citizens & Trust. Co., Thomasville 


64-122 
Bank of Villa Rica, Villa Rica 64~436. 
Citizens Bank, Waco 64-908. 
Citizens Bank, West Point 64-948. 


First National Bank, Grace 92-223. 
Farmers Bank, Star 92-207. 


First State & Savings Bank, Abingdon 70-577. 


Astoria State Bank, Astoria 70-759. 

First State Bank, Beardstown 70-338. 

Home Trust & Savings Bank, Elgin 70-97. 
Hunt City Commercial Bank, Hunt 70-1843. 
R. H. Woodcock & Co., Macon 70-1431. 
Saybrook Bank, Saybrook 70-938. 


State Bank of Stronghurst, Stronghuret 70-956. 


Indiana 
Hillsboro State Bank, Hillsboro 71-780. 


First National Bank, Linton 71-312 (regained). 


Peoples Savin Bank, Blakesburg 72-1089. 

eS. aders State Bank, Bonaparte 

Farmers Trust & Savings Bank, Castana 
72-1977. 


Contest Seer Savings Bank, Central City 


Farmers Trust & Savings Bank, Coon Rapids 
72-1935. 


Focus 2 Trust & Savings Bank, Davenport 


Security ie Bank, Davenport 72-11. 
Cottage — Bank, Des 1 Moines 33-66. 
Elkport Savings B: Bank, E rt 72-1311. 
Griswold National 72-656. 
Moorhead State a Moorhead 72-1482. 
Iowa State Bank t. Ayr 72-460, 

Ogden State Bank, © Ogden 72-519. 
Citizens Savings Bank, Olin 72-839. 

Bank of Paullina, Pauillina 72-745. 


Exchange State Bank, Burns 83-589. 

Elkhart State Bank, Elkhart 83-1180. 

Frederick State Bank, Frederick 83-833. 

Farmers State Bank, Gypsum 83-513. 

Ramona State Bank, Ramona 83-1006 

Farmers & Merchants State Bank, Valley 
Center 83-1277. 

Citizens State Bank, Wichita 40-53 (regained). 


Kentucky 


Bank of Auburn, Auburn 73-366. 

Trigg County Farmers Bank, Cadis 73-312. 
Calvert Bank, Calvert City 73-455 e 
Farmers & Traders Bank, Campton 73-457. 
Bank of Clarkson, Clarkson 73-466. 
Webster County Bank, Clay 73-297. 

First National Bank, D 
Bank of Elkton, Elkton 7 
Simpson ank, 
Farmers Bank, M: 13.23 

Farmers & Traders Bank, Paris 73-122. 
Peoples Bank, She herdsville 73-409. 
Wilmore Deposit ank, Wilmore 73-282. 


Louisiana 


Liberty Bank & Trust Co., New Orleans 
14-62. 


Massachusetts 
Amherst Savings Bank, Amherst 53-502. 
Everett Savings Bank, "Everett 53-208 
Haydenville Savi Bank, Haydenville 53-572. 
Brookfield Savings’ Bank, North Brook- 
eld 

Agricultural National Bank, Pittsfield 53-226 
(regained). 

Wareham Savings Bank, Wareham 53-531. 


Michigan 
Peoples Bank, Britton 74-534. 


Minnesota 


Altura State Bank, Altura 75-635. : 

Farmers & Merchants State Bank, Blooming 
Prairie 75-386. 

First National Bank, Buffalo 75-1392. 

First State Bank, Clearwater 7 75-591. 

Merchants & Farmers Bank, H 75-1325. 

Clay County State Bank, Hitterdal 75-1302. 

Farmers State Bank, J r, 75-4 

Little Sau State Bank, ittle Sock "75-1390. 

Lincoln National Bank, Minneapolis 17-99. 

First National Bank, Mora 75-379. 

Nelson State Bank, Nelson 75-865. 

First State Bank, Oslo 75-585. 

sanants Transfer State Bank, St. Paul 


Weaver State Bank, Weaver 75-1281. 
Kandiyohi County Bank, Willmar 75-136. 
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Missouri 

Farmers Bank, Farmington 80-270 
Montana 

State Bank of Dodson, Dodson 93-294. 


Nebraska 
Farmers & Merchants Bank, Comstock 76-560- 


New Hampshire 
Gorham Savings Bank, Gorham 54~—121. 


New Jersey 
Franklin Trust Co., Paterson 55-66 


New York 
Farmers & Mechanics Savings Bank, Lockport 


0-225. 
Mechanics Bank, Brooklyn 1-355 (regained). 


North Carolina 

First National Bank, Snow Hill 66-590 (re- 

gained). 

North Dakota 

Mechanics State Bank, Bowman 

State Bank of Elliott, Elliott 77-570. 

First National Bank, Makoti 77-768. 
Ohio 

First National Bank, Lowell 56-1026. 

Citizens Bank, Strasburg 56-797. 

State Savings Bank, Woodville 56-804. 
Oklahoma 

City State Bank, Ardmore 86-58. 

First State Bank, Wister 86-918 (regained). 
Pennsylvania 

First National Bank, Irvona 60-1480. 

Oxford Bank of Frankford, Philadelphia 3-151 
South Carolina 

Liberty Bank, North Charleston, 67-502. 


South Dakota 
Dakota State Bank, Belvidere 78-661, 


Tennessee 


First National Bank, Camden 87-272. 
Peoples Bank, Collierville 87-254. 

Bank of Newmarket, New Market 87-439. 
Citizens Bank, Rogersville 87-221. 

Bank of Laurel, Wilder 87-609. 


Texas 


First State Bank, Arlington 88-1708. 

First State Bank, Ben Franklin 88-941. 

Security State Bank, Blue Ridge 88-952. 

Buckholts State Bank, Buckholts 88-977. 

Farmers State Bank, Buda 88-978. 

Burlington State Bank, Burlington 88-982. 

Cameron State Bank, Cameron 88-282. 

First State Bank, Chandler 88-996. 

Home National Bank, Cleburne 88-85. 

Conroe State Bank, Conroe 88-1684. 

Peoples Guaranty State Bank, Dayton 88-1783. 

First Guaranty State Bank, Denton 88-1474. 

First National Bank, Deport 88-780. 

First State Bank, Deport 88-781. 

First State Bank, Dodsonville 88-1030. 

City National Bank, Eastland 88-767. 

El Paso Branch, Federal Reserve Bank of 
Dallas, El Paso 88-1. 

American Bank & Trust Co., Galveston 46—54. 

& Merchants National Bank, Gilmer 


8-561. 

First State Bank, Holland 88-795. 
Iola State Bank, Iola 88-1108. 
Farmers State Bank, Italy 88-666. 
Farmers Guaranty State Bank, Kemp 88-544. 
Lewisville State Bank, Lewisville 88-717. 
Lometa State Bank, Lometa 88-1146. 
First State Bank, Lyons 88-1150. 
First State Bank, Mart 88-326. 
First State Bank, Montgomery 88-1186. 
First State Bank, Oakwood 8-750. 
Pearsall National Bank, Pearsall 88-475. 
Pecan Gap State Bank, Pecan Gap 88-1224. 
First State Bank, Pilot Point 88-1464. 
Raymondville State Bank, Raymondville 

88-1254. 
First State Bank, Richland 88-1262. 
Citizens State Bank, Rockdale 88-1484 (re- 


gained). 
Rockdale State Bank, Rockdale 88-399. 
Seadrift State Bank, Seadrift 88-1602. 
American Bank & Trust Co., Sherman 88-43. 
Citizens National Bank, Sourlake 88-1778. 


Texas—Continued. 


Bank of Strawn, Strawn 88-1306. 

First State Bank & Trust Co., Taylor 88-186. 
First State Bank, Uvalde 88-240. 

First National Bank, Valley Mills 88-1332. 
First National Bank, Valley View 88-1333. 
Weir State Bank, Weir 88-1342. 

Planters National Bank, Whitewright 88-525. 
Merchants State Bank, Winnie 


Utah 
First National Bank, Beaver 97-48. 
State Bank of Payson, Payson 97-119. 
Sandy City Bank, Sandy 97-93. 


Virginia 


Citizens National Bank, Bedford 68-500. 
Cape Charles Bank, Cape Charles 68-198. 
American National Bank, Danville 68-102, 
Floyd County Bank, Floyd 68-284. 

Farmers Bank, Franklin 68-517. 

Bank of Halifax, Houston 68-271. 

hey Trust & Savings Bank, Lynchburg 


Bank of Dinwiddie, McKenney 68-393. 

First National Bank, Penniman 68-364. 

First National Bank, Rocky Mount 68-249, 

Scottsville National Bank, Scottsville 68-292. 

Bank of Shawsville, Shawsville 68-428. 

American Bank & Trust Co., Suffolk 68-125. 

Citizens Bank, Virgilina 68-534. 

Blue Ridge Bank, Willis 68-503. 

Farmers Bank of Southwest Virginia, Wythe- 
ville 68-175. 


Washington 
Bank of Commerce, Coupeville 98-230. 
Bank of Colville, Kettle Falls 98-203. 
Moxee State Bank, Moxee City 98-378. 
West Virginia 
First National Bank, Romney 69-193. 


Porto Rico 
Banco de Ponce, Ponce. 
Credito y Ahorro Ponceno, Ponce. 


South America 
Denniston & Co., Cochabamba, Bolivia 


MORTUARY RECORD OF ASSOCIATION MEMBERS 


REPORTED FROM May 25 To JUNE 25, 1918 


Bowditch, Alfred, director New England Trust Company, 
Boston, Mass. 

Brock, James W., president Montpelier Savings Bank and 
Trust Co., Montpelier, Vt. 

Brown, John A., president Stamford Trust Company, 
Stamford, Conn. 

Collins, Edwin C., assistant cashier First National Bank, 
Columbus, Ind. 

Dickey, James N., president Quassaick National Bank, 
Newburgh, N. Y. 

Dravo, Edward T., director Fidelity Title & Trust Co., 
Pittsburgh, Pa. 

French, Charles L., vice-president Guaranty Trust Com- 
pany, Cambridge, Mass. 

Gilkey, John W., president Citizens State Savings Bank, 
Plainwell, Mich. 

Haggerson, G. H., Commercial Bank, Menominee, Mich. 

Heim, Charles *H., president First National Bank, Kane, 
Pa. 


Joesting, G. A., Citizens National Bank, Alton, IIl. 


Korndorfer, Jacob B., director and cashier Peoples Na- 
tional Bank of Brooklyn, New York. 


Lindsley, John, vice-president and director Orange Na- 
tional Bank, Orange, N. J. 

Marwick, Joseph, president Story City National Bank, 
Story City, Iowa. 

Mulvane, John R., president Bank of Topeka, Topeka, 
Kan. 


Paulson, C. W., president Merchants State Bank, Fingal, 
N. D. 


Reynolds, John J., president Peoples Bank of Fleming 
County, Flemingsburg, Ky. 


Shiras, Fred. M., cashier Peoples National Bank, Ottawa, 
Kan. 


Spencer, George, active vice-president Bank of Okolona, 
Okolona, Ark. 
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